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GENERAL CORRESPONDENCE 
No. 1 

SUMMARY OF EVENTS IN PERSIA, 1953 


month* r? S / lt la ? rclkved ° r burden of Dr. Mustiddiq. For seven 

and sustained on It hv ) URS !° f>0Wer slt ' a <hJv increasing the number of his enemies 
He re fee feN a r,,n ^ own leuaeity and an increasing reliance upon the Tudch, 
the [S generous offer made b> Her Majesty^ Government and 

accel.Tir-I h--. LS J0vernn 3jni for the settlement of the oil dispute and thus 
retain' oowcMxl^iFT i° f Persian fina nces into bankruptcy. In his struggle to 

SeSW Stt WMaasKgagag 

deserved. ^ Sh h h grea,er tl,an he had previously enjoyed or then 

of l/nit-d'M Gov2 1 ri ' nie " 1 - Supported by » n immediate grant 
econo,..!" H ■ u h ' Vi '5 2 hk , at . ,e ? s| 10 the deterioration of Persia’s 
r«n ? lit .1 ■ • hi ! m Pf rctI hy (he hesitation tmd jealousy of the Shah «iio was 

re p Itsibk a particular for the mishandling of the trial of Dr Musaddio butT 

“'"tM r ^ « inflicted sermuTreS K 

h ihe end h f xte ™ a J pol,,ics hi W his way very cautiously, but 

£8 a sssw^sisrss a«s isatfats 

of 19 U ! 2^;:^ ed ^ ilh imc0iive oil negotiations in progress. At the end 

duWaledXf‘H* U "^. Sta^overumem , " 

Tehran atCh“t n , u Ambassador had returned to 

were in cssener- .V, 2 ,u P o P lhc ,S r, ’ u »d for tlteir presentation. These proposals 
loreoii:p 2 nsjlii>ii .nvl sl'ioulil >lH ' |1 rud ^ksne*^™^ inlernatLooa! arbitration of^ls 
company in wWdi fte^An sales ® 55 ?f® ct t0 a . n <= w international 

return a pay men tofS 1 m at ni‘2 wol 'ld Participate, receivinK in 

States Government Agency ** a " advan<:e on pufehases of oil by a United 

United State™ ■ ’idw "d[ P M„^d l r Afl<r f2}‘T tive ^iSCtBSion* with the 

compensation. But on lanu’trv is whrn t l < i!. <1 i l,l -V V i t i- fofw ? T<i 011 the lsstle of 
him with the draft of an agreement h^iunHS^ ^‘/‘“Anjbassador presented 
frame of mind, and his behaviour d i*h ^ Sfi !S ™ n l° 5 ^nd unreasonable 

he replied with SS2S/S?2™y IX»Wt <>< a settlement. Or January 10 

previously agreed and in^Dariieiil i^™? 6 lw a nun5 ^ c T ®f points which he had 
J yeui amt in particular refusing any compensation for loss of profits, 

and the Unite^States' r Governmen^n^ C M ra, jap Is !*??'M*j«ty’S;Government 
for spinning out negotiations He ^ MusnodHi had internal political reasons 
Ambassador and to go • i'i L n,lnlle ‘ lo summon the United Slates 

black mail, but he made some ininr^ s ound - He was now reduced to open 
with threats of uppn the United States AdradnistrafiM 

Discussions follow^ between ^ . m * rkut M 1 50 f«r cent discount. 
Government, and w Feh^r^M thfS^SM k ^ Uni,ed Slates 

slightly revised version or the wooosak n m S m S An ’ ,b . il ‘ ;sador presented a 

frame of mind, but hv U™-n Tk Dr ’. M usaddi< l was w a more reasonable 
whether anyone could inke'mi/J* W ‘‘? ;lsk ! n S ,b c United Stales Government 

Government arui ihe Unit^ ^L P ?'^ a,S serl, ll " , - v . ° n March 7 Her Majesty’s 

nitcd Stales Government stated public ly that Ihey considered 
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their proposals eminently reasonable and had nothing more to offer* Dr, Musaddiq 
informed the United States Ambassador that this made further discussion useless 
and on March 20 he formally rejected the proposals. 

6, His treatment of these proposals demonstrated finally that Dr. Musaddiq 
had no intention of reaching an oil settlement on anything except his own extreme 
terms. Even if these had been offered to him* he would no doubt have thought of 
others, thereafter he showed little interest in the oil problem. The Persian 
Government offered the threatened 50 per cent, discount to anyone who would 
buy oil for dollars and succeeded eventually in exporting some 100,000 tons to 
Japan and smaller quantities to Italy. Persia's total oil exports during 1953 may 
have reached 200,000 tons, a figure to be compared with the 30 million tons a year 
exported by the AXO.C, 

7 + Throughout the whole of this period Dr. Musaddiq was in a stale of open 
conflict with his political opponents, During 1952 he had dissolved the Senate, 
thoroughly intimidated the Shah and extorted full powers from the Majlis, but his 
combination of dictatorial methods and administrative inefficiency ensured that 
new centres of opposition continual l> replaced any which he suppressed. He had 
antagonised such extreme nationalists as KashauL Makki and Dr. Baqai who had 
previously been his most effective supporters and thus created a new and in many 
respects more formidable opposition in the Majlis. 

8. At the beginning of the year the immediate issues of imernal politics were 
the extension of Dr Musaddiq full powers and the belief of many deputies that 
he would use his new electoral law to dissolve the Majlis. A resolution io restrain 
him was tabled on Januarv 4, but he retaliated with a violent broadcast over 
Tehran Radio denouncing the sponsors of the resolution as foreign agents He 
thus intimidated the Majlis into giving him a vote of confidence and proceeded 
to demand the extension of his full powers for a year. This provoked furious 
opposition and Kashani as Speaker declared the proposal unconstitutional. But 
Dr. Musaddiq had the great advantage of possession of the Government propaganda 
machine, and put it into immediate action to arrange a flood of telegrams from 
the provinces and meetings organised in his support. He broadcast again to declare 
that his full powers were necessary for the conduct of oil negotiations. He received 
a further vote of confidence from the Majlis and Kcishani, who no doubt concluded 
that he was still too strong to be ejected, issued with him a joint statement stressing 
the need for unity, 

9 A serious rift in the National Front was thus temporarily patched up, but 
it had lasted For two months and had shown a consistent pattern of opposing forces. 
Dr Musaddiq had been supported only by the Fascist " Iran Party and a splinter 
g T0U n of Dr BaqaTs “ Toilers Party." He had had against him an alliance of the 
most formidable of the extreme nationalists and their supporters with the rank 
and file of Conservative members of the Majlis. Neither side had attempted to 
secure Tudeh support. The Tudeh was in fact marking time presumably seeing 
in Dr Musaddiq the best possible guarantee of the collapse of Persia into chaos 
from which it might profit, The deterioration of the Persian 

continued and the budget for the year beginning March 21 1953, published on 
January 5, showed, despite Government statements to the contrary, a very 
considerable deficit, 

10 The truce between rival factions of the National Front was of short 
duration and early in February a number of Deputies resigned from ns 
parliamentary uroup. Kashani clashed with the Government on the issue of 
prohibition In/succeeded despite its objection in pushing# Bill through ‘he M'liis- 
The increasing discontcnl of civil servants and army officers, of whom U00 had 
Steen retired bv Dr. Musaddiq, was another useful weapon against the Government, 
K^February 22” debate in the Majlis on the civil service ended m uproar. 

11. General Zahedi, who saw himself as the next Prime Mmister, was now 
aC lj ve in promoting opposition. He was believed to have the Shahs support and 
Dr MuJddin decided that the time had come for the final elimination of the 
sir,h The Government propaganda machine began an increasingly violent 
campawn agaS the Courl F and, after an exchange of message through 
inie'rmediarijs the Prime Minister had a stormy interview with the Shah on 
pihruarv 24 ' His threat of resignation was as effective as ever, and ihc Shah 

e F vt prom'sed to leave the country temporarily ^^^v'tked 

promised to keep secret, was fixed on February -8, but the news duly mKta out 

SECRET 


SECRET 


3 


reaction. There was still a genuine loyalty to the 
Hr ilT '..Tr Basham altJl ? u 8 h by no means loyal, was not prepared to allow 
rk M s 'j litr a victory. He summoned an emergency meeting 

i me Majlis and soon had demonstrators out on the streets shouting slogans in 
support of the Shah. Under the leadership of retired army officers the mob made us 
way to Dr, Musaddiq s house from which he fled for safety in his pyjamas But 
^ c becurit) Forces continued to obey his orders and soon regained control of the 
- March > it was clear that he had survived vet another narrow escape 
, hati received useful support from the Tudeh which had staged counter- 
tcmons[rations against the Shah, but once he had re-established himself he was so 
ungrateful as to arrest a number of its supporters. 

IT Dr, Musaddiq^ position was nevertheless diakeii by these events and, 
at tne beginning of March, he was unable to secure his usual vote ol confidence 
r? T ™ .. Majlis. He was thus forced to circumvent further parliamentary 
aitncuhies by instructing his supporters to boycott the Majlis with the result that 
so quorum could be formed. Having failed to expel the Shah lie was, however nil 
me more determined to curb his powers still lurlher and set up a M Committee of 
Fstshl composed ol Government am] Opposition Deputies to consider differences 
between the C ourt and the Government. The committee's report emphasised that 
the Government and not the Shah was responsible for civil and military 
iind Jt ^ approval by the Mdjlis would have gjvcn Dr. Musaddiq 
ff p ?£ r f. ,0uv 5 r ^ ht ; C ou l rl _ rhc report was debated in a dosed session of 
the Majlis on March 12, but the Opposition adopted Dr. Musaddiq's own tactics 
of boycott and ensured that no quorum could be found for an open session On 
April o or Musaddiq broadcast an appeal for the approval of the report und the 
Minister of Court retaliated on the Mowing day with a Press Statement defend in tt 
the Shah, The murder of his nominee, the Chid of Police, gave Dr. Musaddiq a 
stick with which to beat his opponents. He ordered the arrest of General Zahedi 
who took refuge in the Majlis, and succeeded in forcing the resignation of the 
Minister of Court who had done his best to support and stiffen the Shah 

M ^ . Although Dr. Musaddiq was still unable to force ihc report of the 
Committee of Eight " through the Majlis (j further attempt on May 10 was foiled 
the Opposition}* he won a notable victory by insisting that the Shah should 
transfer the Royal estates to the Government. Hu was determined that the Shah 
should not acquire too muds popularity by continuing to distribute land from these 
estates and he had his personal interests as a large landowner to consider The 
hnah was now deprived of virtually all influence and received little support from 
his new Minister of Court, He hnd no contact with the Arms or with the chit 
administration and remained on his Caspian estates appearing in Tehran tmh for 
formal business. 

l4 - lhe Tudeh received great encouragement f f0m a decision 

of the Uvil Courts to acquit twenty-three of its members who had been condemned 
by u military court four years previously. The Opposition seized upon this as 
prooJ of an understanding between the Government and the Tudeh and although 
die Government issued three separate statements denying this interpretation public 
anxiety was by no means allayed. 

* 15 , E / lr ’>: ‘ n Junc tl,e Government made yet another aitempr 10 force ihc 

m ,. Comm ‘ ucc of Eight ‘ l (trough the Majlis The Opposition were 
at,mi able to disrupt ihc proceedings. Inn on June 19 Dr. Musaddiq staged a lance 
public demonstration in which Tudeh members played a prominent part and once 
ugum showed that he could rouse the rubble more effectively than anv of his 
oppoiiCRls. On July I he secured the election of one of his supporters as Speaker 
u J" e r in place of Kashani, a considerable victory which, it seemed would 
make U unnecessary for him either to attach or by-pass Parliament Bui he suffered 
£ n even more serious reverse on July 12 with the publication of a letter from 
™®“™ Eisenhower refusing assistance to the Persian Government so lone as it 
rejected an oil settlement on reasonable terms. This letter had an immediate effect 
on Di Musaddiq s position. There were interpellations in the Majlis on July 14 
which fie obviously felt unable to answer and he refused to attend the session He 
**S ai h instead, to threaten a referendum in which the people would be asked to 
chn^c between himself and the Majlis, With this threat he persuaded the majorily 
of the Deputies to resign, and thus ensured the permanent absence of a quorum 
Un July 21 there were large demonstrations to celebrate the anniversary of the 
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fa]] of Qavam’s four-da> Govern merit m 1952 ami Fudeh dements participating 
greatly outnumbered Government supporters. 


16. On July 27 Dr. Musaddk] lauuehed his referendum and the Opposition 
Deputies simultaneously took refuge in the Majlis. Since the Government had 
the full eo-Qperation of the Tudeh and used every form of trickery and intimidation, 
it was not surprising that the results of the referendum, as announced on August 10* 
showed an overwhelming majority for Dn Musaddiq. On August 14 he called 
upon the Shah to dissolve the Majlis in accordance with what he claimed to be the 
expressed will of the people, 

17 But the Shah had at last been persuaded to lake action and, on the 
evening of August 15, the Imperial Guard arrested several of Dr. Musaddiqs 
Ministers and delivered to him u copy of the Sh ill's decree dismissing him and 
appointing General Zahidi in his place, 1 he plan miscarried not only because 
Dr Musaddiq had been forewarned, but Mo because no arrangements were made 
to seize General Staff Headquarters. The Shah immediately fled in terror to 
Baghdad afterwards maintaining that he hud done so only in order to avoid 
bloodshed. 


JK. Dr. Musiiddiq at once issued a proclamation under his own authority 
dissolving the Majlis. Mass demonstrations against the Shah were organised and 
the Tudeh openlv campaigned for a referendum u> end the monarchy. But 
Dr, Musaddiq still hesitated to put himself entirely in the hands of the Tudeh. 
By August 18 the police had orders to break up Us demonstrations and ns 
cooperation with the Prime Minister naturally slackened, 

19. The general public was alarmed and disgusted by (he campaign against 
the Shah and the armv although normally prepared to obey Dr. Musaddiq* orders 
had no personal loyalty to him. The Opposition Press contrived to continue 
publication, announced that General Zahidi siil 1 intended to form a Government 
and published facsimiles of the Shahs decree appointing him Prime Minister. 
Thus when, on the morning of August 19 T royalist demonstrations started in the 
Bazaar there were many who were prepared to pin in while the Tudeh and the 
armv- -the two forces which might successfully have counter-attacked- were not 
fully supporting Dr. Musaddiq, I he royalists captured the radio 'Station which 
allowed them to 'jive the impression that they were the winning side, and by the 
evening of August 19 Dr. Musaddfc) and his Ministers were in hiding. General 
Zahidftook over control and the targe provincial centres quickly followed the lead 
of Tehran rhe Minister for Foreign Affairs, Husain Fatimi, escaped arrest but 
Dr Musaddiq and his other Ministers were secured. The Shah reversed bis flight 
which had taken him as far as Rome, and returned to Tehran on August 27. He 
was greeted with demonstrations of unusual enthusiasm. 


■►0 General Zahidi's first task was to restore order, and he began an 
immediate drive against both the Tudeh and Dr. Musaddiq’s remaining supporters. 
The Security Forces responded much better than might have been expected after 
the demoiiilistmj experiences of the Last few years. Large quantities of arms and 
subversive literature was seized md many arrests made. The overt activities ot 
the Tudeh came virtually to a standstill Under cover, the party made determined 
efforts to form a united front with the many Persians who still considered 
Dr Musaddiq the champion of Persian nationalism. They were cncoutaged by 
sic ns of dissension between the Shah mid General Zahidi. principally over the 
control Of the armv, and the Shah’s palpable hcou.t.on m bnn^ing Dr* Musaddiq 
to trial But the Government continued to ad resolutely against all attempts to 
organise demonstrations and strikes and their consistent pressure had its effect. 
The dauser of a counter-coup steadily receded 


21 , Although the Persian economy can bend almost indefinite!v without 
breaking more than two vears of Dr. Musaddiq s rule had left the countrv s 
finances in a desperate state, But the new Government lost no lime in publishing 
Mi 'lorv afd askine for help, and an appeal <>n August 16 W President 
Eisenhower produced very promptly a grant of S45 millions and further Point IV 
M rhe crisis reuched its peak in (Mute, ft hen at.one nine the tt ink \(n.i 
nearly closed its doors, ami I hereafter the financial position steadily improved. 

y> The Government made no attempt at any programme of significant 
reform- indeed. General Zahidi had picked his colleagues from his personal frteiids 
and supporters who had little interest in that direction. But they put United States 
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pro^amme'nr'n, M 01 * "V* 1 be S«" Klowly and not without reluctance a limited 
dkrriK.uk™ L P . b . y orks , to combat unemployment. The Shah resumed the 

distribution of Slat Hands"' h “ ,fa G ~ ; ~ *“*»" ■ «•».£ 

-,h The Government faced some formidable political problems in addition 
Noi l | < h SU | PP 7 SSI ° n i 01 lh ' Pudeh ancl 01 lile remaining supporters of Dr. Musaddiq 
never r«;lnpri? S i„!-i C 7 stcncc “ nlmp uf th ? (twenty-three members had 
Dr , h‘ t K C SU -n S®*"* nationalists as Kashani, Makki and 

from I™ *, ho h ‘" b ™ k « l w * th Dr - Musaddiq before his fall, but were very | ar 
reason^ p h> , w ^l lhe new Government General Zahedi cajoled Kashanfinto 
M ikG i' t g n J o hHV ' 0Ur al ; hc °?S of allowing him considerable latitude, but 

determined^, m'T‘ y m -‘° open opposition. All three were 

devhri, , r k o 1 ,,,e ri,mp Majlis in existence and to pounce on the slightest 
Sh ,h- 1 ■ f ro "’ ,hc csireine nationalist policy on oil and foreign affairs I he 
bhdh sjealoustcs and vacillations made such problems much more dtticult for his 

urn 1 i H „ M ,pp ” ! ! d st 1 > of dissolving I he Majlis and delaved 

unni November % (he trial of Dr. Musaddiq 

rrtnn^^^u? 1 lhis ba 9M r 9Ufut ihc Government began serious attention to the 

iiiinrovL^nwfrnkM 5 ™ ,v a ? d foreign policy. Relations with the United States 
rniprovu! overnight on the ejection of Dr, Musaddiq Th c Gn \linmmt .vn ii rt k 

PS tosTv rv h lh t Uni ! cd K / flgdom ' bm felt bound for ^emtl 
SSSmSPuSnSihTad af,er r l he *»">* 0f 

remained his police, He and Zahidi Lrta nTt^d^? thc 0,1 ,Bdus,r >' 

on oil which would make thc resumption of diplomaliAeltmm tXihflSd 
Kingdom more palatable to nationalist opinion. e vmlta 

25. During the latter half of October Mr. Hoover, the Stale Department s 
Oil Adviser, visaed Tehran for explanatory talks on oil. He was jb! - t. m T- 

SLfciflH , ! e l ’ r « , “ rc ' s ® ,h * Per sian Government and eavc to British 

11 ic.als in London a most useful account of Persian opinions and intentions There 

and b lengthy exchange of messages between Her Majesty's Government 
P be crsl an Government through th:- intermediary lirst ol rhe Swiss 
HAC rim cm as 1 rejecting Power and subsequently of tino United Slates 

mlriSp r h n f Teh ?h n ' ThC sti T n hankered after tin oil sctllcment* m least 

enn«r2 P l: h ? J for ?. lh * resumplion of rehtions, suggesting mtrr uUu that a British 
to nil 0 s , h fr d v ' 5 " Jefiran incognito. It became a question of finding a formula 
lo present the t.m ude of Her Majesty's Gotcrnmeut in terms which. 
ontoromising our legal case, wouid allow the Persian Government to claim that 
diplomatic relations could honourably be resumed. 

trial before a Military Court n.oidlv degenerated into 
in kV Tht S , h ? h h ‘ ld apparently Ordered that he should be iiiven lhi r fullest licen- c 
i"dlv; t ^l d 7„ri n , C f imd , he T' ^retore. allowed to indulge in mtermlnablc 
C'oiiri Tht r d 10 s|>e " d oeariy two weeks m challenging the competenoe of the 

uk t , i G ?r^ men > ver e. however, able to prevent the Persian Press from 
diving much publicity to his ravings. 

°. n N . ovc, ubcr i; the Government had little dtlliculn in smashine , 
T, u ,;r it 4r n 1,1 su PP t>r | of Dr Musaddiq organised bv his supporters and ’ilic 
in i nr 1, Th ? ? co ?f, * nd ‘ he fa J !ure ' 1 "i attempted strike marked the continuing 
annmarfwfTtli* P “ b,e ™ der f a "f l encouraged thc Government towards a less im.id 
ffETS® 4 * t0 ,he resumplion of diplomatic rclutions. The United States Ambassadoi 
the T Fom"*«I VK “i ble Jf'Pj"dispellingtlteirhesitations. On November25 
J ? d . rc - Ln declared m Parlramcut that Her Majesty's Government were 

t V/ e r o £J? , ? e f V ,llolll ^i sa tion “ within the framework of an arrangement which 
O the basts ol justice and equity, satisfied the interests ol the parliet cemcerned ! - 
i December 5 a joint communique was issued announcing thc resumption of 

response* C TT-'r" 5 ' Kash ; 1n ’ L : allcJ r °r * day of mourning and met with little 
K t T? had ln SL,pprCss disturbance* in thc university, hut 

„J2S , wcr f 10 k ' ,h e 1“' nf -tuy consequence. The Tudeh were not even abk to 
Jcmonstr.-mon on the occasion, which must have been particularly galling 
1 thcni - t,f the VIS >' to Tehran of thc Vice-President of thc United Suites ’ 

nn „;.t k ;, Pbl ; Govcrnmenl had receded considerably from their first 

■S (It s and had recognised .that the resumplion of relations must precede oil 
negotiations, bul it was becoming clear (hat they were most unlikely ever to agree 
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that the A. ITXC. should return to Persia in its former position. Ou December 14 
the A.I.fXC. began discussions with other major oil companies in London to explore 
the possibility of performing a consortium* 

29. On December 21 as Dr Musaddicfs trial was ending Lhe Shah* determined 
as always to reinsure against all future possibilities, sent a public letter to lhe Court 
forgiving his former Prime Minister for his crimes* Asa result Dr. Mus&tkiiq was 
sentenced to only three years' solitary confinement. On the same day Her Majesty's 
Chargd d'Affaires arrived in Tehran and reopened Her Majesty's Embassy, 

30, The vear thus ended with direct contact resumed between Her Majesty's 
Government and the Persian Government. There was no doubt that all parties 
to the oil dispute were now genuinely anxious to negotiate a settlement. I he 
Persian Government had restored public order effectively and United States aid 
had reduced Persia's economic and financial problems to manageable proportions. 
Conditions had at last been created in which the oil settlement which was essential 
to the interests of all concerned could be thought a practical possibility. 

Eastern Department. 

Foreign Office. 
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SETTLEMENT OF ANGLO-PEKSIAN OIL DISPUTE 


iMr, Wright to Mr. Eden. (Received January 6i 


{No. 15. Secret) Tehran. 

(Telegraphic) January 6, 19.4. 

1 had over an hour this morning with the Prime Minister and Entezam who 
acted as translator. The lone throughout was most cordial. 


2, Zahedi began by expressing his desire to develop good relations with the 
United Kingdom and to reach a speedy oil settlement. He hoped we should be 
generous and be governed by strategic and not merely material and economic 
considerations. There were, he said, some hostile elements in the country, hut on 
the whole there was much goodwill towards us. 


3 I assured him that we were most anxious for a settlement, and fully 
appreciated that strategic importance of maintaining a strong and prosperous 
Persia. In insisting on “our two principles of fair compensation and Persia doing 
no belter than others, we were not governed solely by material interests, as a 
world Power* dependent on overseas supply for our food* &.C., we were vitally 
interested in the protection of our overseas investments* and could not jeopardise 
these* and thereby our strength* by sacrificing principles which were as important 
to us as that of nationalisation was to the Persians. 


4 1 said that in our view the most practical and satisfactory solution would 

be the return of the Anglo-1 runian Oil Company, and asked Zahedi what was his 
view on this. He said that public opinion had been so inflamed against the 
Company in the past that this solution would be impossible. The Government 
could not face being accused of preparing the way for the return of the AJ.O.C, 

5. I then raised the possibility of A IOC survey party visiting Abadan, 
pointing out that such a survey wsis a necessary first step. He answered that, 
provided the invitation came from the Persian side, he saw no objection to including 
some A f.Or employees in a survey party which should, however, include other 
foreigners. 


6 . 1 then sounded him out on lhe idea outlined to me by Entezam on 

December 29 (mv tcleizram No. 25) emphasising that 1 had no authority to suggest 
that Her MaiertVs Government would necessarily accept a consortium. After 
some discussion he said he fully realised that foreign help would be necessary 
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respecting the production us well as the marketing side, but that it would be 
necessary to camouflage foreign “control " in some way. He thought that some 
formula might be devised, adding that camouflage might be provided by the 
International Banker* if we did not Jike that idea, by a group of Swedish or Swiss 
bunks acting as an intermediary* He preferred the International Bank which could 
also serve as a source of credit for the Persian Government, In answer to my 
question he said employment of the bank would not conflict with Persian law. 

7. He asked what Her Majesty's Government's views were on bringing in 
Hie International Bank, I replied that I could not say this would be acceptable 
lo us* but we would most likely look sympathetically on any suggestion the Persian 
Urn eminent put forward. He said that so far the Persian Government had not 
approached the Bank, but they understood that the Bank would not object to 
Paying this role. He pressed me to find oui more of your views on the subject. 

S. Zahedi asked whether I could give him some idea of the nature of the 
compensation we sought. 1 said T had been given no idea of any fixed sum- vve 
sauted fair compensation to cover the loss of the A I O.C enterprise in Persia, but 
couid assure him thai we had no desire to bleed Persia while or to demand annual 
payments which she could not afford. Zahedi said it would be very useful if I 
could give him some further indication of our ideas on compensation and stressed 
mort than once that in reaching a settlement he wanted to avoid recourse to the 
courts or arbitration. 






'■ ■ i'l'iju, Mr men *r.an 

A.I.O.C. must play a major role, 

10. As in lhe case of my interview with Entezam. I found ii difficult to nm 
^.liedi down, but he did say he thought the next step should he for the Heist m 
Government to invite, possibly through the International Bank, a surv«v party 
including AJ.O.C. personnel to visit Abadan. This would help to prepare public 
opinion and thereafter representatives of this same group might start negotiations 


, ' ’ ' v ? 1 ', !dl lhj| Hls Majesty s Government would endeavour to net some 

rih pre r’‘‘ e l ” f,,rma!l0n on Pcrsi * n ideas for me. while I in turn should seek 
InternuionanBaS!* fr<>nl ^ ° n ' llL ' t|llcs,i ™ of compensation and the use of the 
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Mr, H right to Mr. Eden. (Received January Tit 


Tehran, 

January 7 , /v,^. 


(No. IB. Secret! 

Gelcgraphie) 

My telegram No, 15: Persian oil 

mv ni >‘ a t r 1 l ’ ,Vttf hcre 1 flilvc u ^ cn ««ry Possible opportunity of sounding out 
my lomgn colleagues, as well as the small foreign community and Persi a 
regarding the possibility of ATO.C/s return as such, 

oariicul2h! t k.‘it. S '^ le eXCeplio ? of , [hc p ^ !Stal ' «targd d’Affaires, who is not 
, y . bnsil1 ’ ever >°ne wnh whom I have discussed the subject is firmly 
I *"« »»> attempt to bring back AJ.O.C. alone would he doomed S 
S, jS„?° u tbs view IS held by the Prime Minister, the Minister for 
>.u;m Affairs and trie Minister of Court* lhe Minister of Finance voiced .1 
similar opinion to me yesterday, 

tow-irHc here 11 has adopted a comparatively sober tone 

alreSl* lemrtLf r i°h bknl 1 UrinE 5*,“?"* wc have bcin here - However as I have 
A l or SiU 1 k ,S ?" Undcrl ? n * ““‘mptton in .ill their comments that 
misdeeds * (etUrnm *' * wdl •» much criticism of A.I.OX ’s alleged past 

conversadon ,°5' y i " f " rm !‘i°n about feeling in Abadan is based on one 
ffi"cL h I W r'" " S Ti! W V nd Hiendly Danish lady who was there 
aeree that there U lni‘ lnd 1 S ? < i 0nd ’ bilnd ®ccount of 11 Swede’s impressions. Bolh 
” c 1 * ,hcre ' fS * im bitterness in Abadan against the British. 
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5* 1 here seems little doubt that there is .still much, latent support ior 

Musaddiq throughout the country, No Persian Government in the foreseeable 
future can afford to ignore the nationalism which he stirred up, Abadan marks a 
turning-point for many Persians, who would I believe rather do without an oil 
agreement than allow j Government to bring back what they, however wrongly, 
conceive to be a foreign exploiter. The present Government appear to be well 
in control, but they lack popular support, It is my lirm conviction that they would 
never agree to the return of AXO.C, badly though they want an agreement, and 
that they would be courting disaster if they did. Nor do I believe that they would 
accept a purely AXO.C. negotiating team. 

6. As seen from here If consider our next move should be to inform the 
Persian Government as quickly us possible that we arc prepared to forgo any 
insistence on 100 per cent, return of AXOXA arid arc ready to participate in a 
production and marketing consortium, provided that A XOX have a major share 
in it. We should also state we appreciate the Persian Government's difficulty with 
public opinion, and in order to help them with this would be willing that the 
international Bank should act as an intermediary between them and the foreign 
consortium. 

7. At the same time l think that we should tel! the Persian Government how 
we envisage compensation being settled within this framework, since there is no 
doubt they are genuinely worried that this will prove the stumbling block to any 
agreement, 

8. I should then hope to be able to encourage them to invite an international 
survey party to come out to inspect Abadan and the field as soon as this can 
be arranged- A definite decision on this would be a igroup undecypherabk] of 
their intentions and the visit itself is a hurdle, which the sooner they face the better. 
Property handled it should add to their self-confidence and prestige and its findings 
should help in the educational process. 

9. The United States Ambassador has scrupulously refrained from try ing to 
influence me in forming a judgment. 3 know however that he is convinced that 
wc cannot hope for the return of AXO.C 


BP 1531/14 (I) 

To Mr. Wright ( Tehran ) 

{No. 2A Secret! Foreign Office. 

(Telegraphic) January 8, 195* 

Guard. 

Mv telegram No 2tJ and your telegram No, IS, [Persian OiLI 

I saw Sir W. Fraser and Mr. Gass of AXQX. this evening and showed them 
your telegram under reference and your telegram No, 15. Report of discussion 
will follow' Meanwhile I should be grateful for your opinion on the following 
point, 

2. It would be of great help to the AXO.C if the Persian Government could 
agree that two or three representatives of the Company could go in the near future 
fo Tehran for two or three days in order to form their own judgment as to the 
possibilities of AXO.C- returning IDO per cent, and if that did not seem possible 
as to the prospects for a consortium, 

3. t told Sir W. Fraser that in my view it was highly unlikely that the Persian 
Government could agree to such a proposal and pointed out the obvious difficulties, 
f agreed nevertheless to ask your opinion which t should be glad to receive by 
Monday, January ] l. 

4. In forming ie you should bear in mind that, as Sir W. Fraser himself 
jgrccs, it would be damaging to Anglo-Persian relations and to the Company itself 
if such an approach met with a rebuff. 

5. You should not discuss this point with any Persian nor with your United 
States colleague. 
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EP 1531 /150 jsj 0 j 

CONVERSATION BETWEEN THE SECRETARY OF STATE AND 
SIR WILLIAM FRASER, THE CHAIRMAN OF THE ANGLO-IRAN I AN 
OIL COMPANY, ON JANUARY K t 1954 


Mr. Eden To Mr. Wright {Tehran) 


bNo. 4. Secret) Foreign Office, 

J a tunny 8, 1954 , 
^ir William Fraser, the Chairman of the 
Anglo-Iranian Oil Company, Came to sec 
me today. Mr. Neville Gass, a Director of 
foe Company, and Sir Pierson Dixon were 
also present Sir W. Fraser earlier in the 
week had asked to see me. Subsequently 
foe meeting was put off owing to his 
indisposition. It was at my request that he 
came today, since 1 was anxious to consult 
him about the conclusions reached by 
myself and my colleagues in regard to 
future steps in the Persian oil question, 


2, 1 give your telegrams. Nos. 15 and 18 
to Sir W. Fraser and Mr. Gass io read. 
After reading them. Sir William said that he 
noted your view' that our next move should 
be to inform the Persian Government as 
quickly as possible that we arc prepared to 
forgo insistence on IDO j>er cent, return of 
AXO.C. and are ready to participate in a 
consortium provided that AXOX have a 
major p:ui in it. h would be a very serious 

Th'^ ° abandon the ful! claim of AXO.C 
he step was serious noi onlv for the 
company but also for Her' Majesty's 
ovemment. You had only been in 
chran a very short time. Was it not 
premature to come to the conclusion that 
foere was no hope of AXO.C. getting 
i'mlk ; Ought we not to take more time 
unu ^ make more investigation before 
coming to so serious a conclusion? 

3, Sir W. Fraser went on to propose that, 
a next step, the Persian Government 

should be asked whether they would agree 
foat representatives of the Company 
should go out to Tehran to form their own 
Judgment on the possibilities of AXO.C. 
^turning and the prospects for the forming 
° r an international consortium if this did 
seem possible, 

4, | agreed that it would be a serious 
¥*P both for the- Government and for the 

°mpany abandon the claim of AXQX, 
0 go back I CM) per cent, to Persia, From a 
Prestige point of view the latter would of 
be ideal. I wondered whether, 
■4Avevcr. from a practical point of view if 
as so desirable. Did the Company really 


want to go back into Persia alone? Would 
it not suit them better to share the 
responsibility with other major oil 
companies having interests in the Middle 
Bast provided that they could obtain a 50 
per cent, share and adequate com pens#- 
t on ? J he Cabinet, with whom i had had 
a preliminary discussion yesterday, felt that 
in arrangement on these lines would be 
politically acceptable on the assumption 
that it would be impracticable for AXO.C. 
to return 100 per cent, 

5, isir W. Fraser said that he was 
prepared to admit to me privately; though 
he begged that this should go no further, 
that he would prefer an arrangement such 
as 1 had described. I he question, however, 
was how we could best attain it. If wc 
threw away our cards too quickly he was 
afraid that wc should not get there, lie 
was confident that his American oil col¬ 
leagues would agree that AXO.C. participa¬ 
tion In a consortium should be 50 per cent, 
or something near it. He did not feel the 
same confidence with regard to the State 
Department or even Mr. Hoover. He 
anticipated great pressure from that quarter. 
Then there was the question of our nego~ 
tinting position with the Persians, At 
present, he thought, this was unsatisfactory. 
There was no basis of agreement on foe 
essentials for a consortium. The oil com¬ 
panies would certainly insist on effective 
management of production: your conversa¬ 
tions with Persian Ministers indicated, 
however, that the Persians were far from 
conceding this. Further, and this was the 
point which worried Sir William most, the 
whole negotiation, as things stood a! the 
mo menu would proceed from the assump¬ 
tion lhut the AXO.C, were ” bud boys.” 
Ml these considerations led him to consider 
ihid mere time should be spent on educa¬ 
ting the Persians and trying to prepare a 
more satisfactory basis for a possible con¬ 
sortium, It was with this in view that 
fie was anxious that, as a next step, repre¬ 
sentatives of the company should visit 
Tehran. 

6. [ said that I saw the value of Sir 
William’s proposal. But everything we had 
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heard front you, and earlier from Mr. 
Henderson, indicated lhat, however un¬ 
justly, the AJ.O.C was stall very unpopular 
in Persia, Dr. Musaddiq and his ideas still 
had a powerful following, and the Shah was 
only too prone to pay attention to them, 
The Persian Government, who were not 
popular in the country, would in my view 
certainly refuse to accept a mission from 
A.LO.C- for fear of its effect on the internal 
situation. Even to pm the proposal to 
them might be a mistake, since they might 
well interpret it as a change of policy on 
our part, and if they refused the request 
great damage might be done not only to 
Anglo-Persian relations but to the prospects 
for an oil settlement. Sir W. Fraser agreed 
that it would be a mistake to court a rebuff. 
The chief pomt was that the Persians should 
accept in advance that it was the AJ.O.C 
who would take the initiative with the other 
companies in forming the consortium, li 
was also desirable to know in advance that 
the Persians would agree to A.LO.C, taking 
a prominent part in the negotiations for a 
consortium. 

7, 1 told Sir W, Fraser that I saw this 
point and was inclined to agree that wc 
should be well advised to get the basis for the 
negotiations clearer. We might perhaps, in 
addition to the points mentioned by Sir 
William, try to get prior Persian agreement 
to the A.l.O.C- share being 50 p tfr cent , 
though this was largely a matter of tactics 
and it might be better to confine ourselves 
to getting Persian agreement to the A.l.O.C. 
having a major share. Another point on 
which of course it would be useful to obtain 
prior Persian agreement would be to a 
survey of Abadan. 


S. I suggested that you might be asked for 
y our opinion on the likelihood of the Persian 
Government agreeing to representatives of 
the Company visiting Tehran; and failing 
BiaU whether it would be possible to bring 
the Persians to agree to something on the 
following lines: supposing that we were 
witling to work for a consortium, do the 
Persians accept that A.l.O.C. will lake the 
initiative in forming such a consortium and 
would they be willing to negotiate with the 
consortium? You could also be asked your 
opinion on the possibility of obtaining prior 
Persian agreement to the further range of 
questions which we had discussed. 

9. Sir W. Fraser agreed with my sugges¬ 
tion, although he would prefer to ask you 
the first question (about a visit to Tehran by 
representatives of the A.l.O.C.) before put¬ 
ting the second to you. I accepted this and 
said that 1 would despatch an immediate 
telegram to you on the first question. Wc 
agreed that as soon as your reply was 
received, the Foreign Office and the other 
Department concerned would consider it 
in consultation with the A l Q.C. and. if it 
proved negative, would consult on the 
drafting of the second question, 

I J* In conclusion, 1 said that it seemed to 
me that it would be desirable at an early 
c :c for the Company to resume their con¬ 
versations with the other oil companies. 
Sir W. Fraser agreed, though he seemed to 
fhmk that it would not be possible at the 
moment to make any advance arrangements, 

II 1 am sending a copy of this 
despatch to Her Majesty's Representative 
as Washington. 


EP 1015/5 No. 4 

THE INTERNAL SITUATION IN PERSIA 


A/r. Wright id Mr. Eden 

(No. 2. Confidential) Tehran. 

Sir. January 7 , iv$4, 

I have the honour to submit a preliminary 
report on the internal situation in Persia. 
Much of it is bused on views espressed by 
the United Slates Ambassador and members 
of his staff who have gone out of their way 
to be helpful since we arrived. My own 
views are necessarily stilt tentative. 


{Received January 12) 

2, General Zahidi's security measures 
seem sound and un provocative. I tic 
security forces are loyal, (heir morale is 
eood, and the National Front leaders and 
hangers-on are discrcditcd t at least tem¬ 
porarily. Interest in Musaddiq's position is 
subsiding since the policy of full publicity 
wax reversed, though legal proceedings may 
drag on from one appeal to another. He 
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still enjoys considerable popularity, but it is 
unlikUy that he would ever again command 
the power that he did; if he ever succeeds 
in returning to office he is likely to ffnd him¬ 
self being used more and more by others, 
eithe, exireme Nationalists or the Tndeh, 
and possibly by both at the same time. 
Ayatollah Kushani is lying low after his 
unsuccessful efforts to stir up popular feeling 
against our return; some consider him a 
spent force, but it is difficult to believe that 
ne will give up so easily. Fatimi, Musaddiq's 
foreign Minister, perhaps the most dan¬ 
gerous member of the old National Front 
group in spite of his unpopularity, is in 
hiding and is to be tried in absentia. Baqa’i 
pt the Toilers' Party and Mukki are attempt¬ 
ing to intrigue against the Government and 
against us, but so far have not much to show 
lor their efforts. The Tudeh Party, which 
has been little in evidence since we arrived, 
and which the Government continue to com¬ 
bat with some determination, is not now 
considered an immediate threat by the 
Americans. 

3, The country as a whole is quiet. The 
Government dearly appreciate that control 
of Tehran is all-important. There are 
reports that elections may be held in Tehran 
after the rest of the country so that addi- 
jicinal security precautions can be taken 
here h (Hay also be that die Government 
wish to prevent the tone of the new Majlis 
xing set by the Tehran deputies who 
would, as you know. Sir, otherwise be 
able under the Constitution to assemble 
provisionally, pending the arrival of their 
provincial colleagues. 

r 4, The start of the elections is Continually 
being announced, but it is likely to be some 
time before they are completed. My United 
jt.ites Colleague has been approached by a 
number of candidates seeking American 
support. He has firmly represented that 

m ian elections arc not his affair, but has 
nevertheless urged on both the Minister of 
i‘ rturt 3»cE the Minister for Foreign Affairs 
; lc l5ecc * for good candidates. I have, of 
taken the same line in reply to one 

! W f filers put out towards this embassy 
j? _ Jf>ne my best to discount rumours that 
Americans are rigging the elections 
k^.Liint ns. I he United States Embassy 
;^! lf reasonably confident that the ISth 
’■p. JS wi ! ] an improvement on its pre- 
occc^or lit could hardly be worse) and con- 
i, ^ iaI { here is a fair chance of the 
Government being able to control it, 

5. Poverty and destitution areas apparent 
' s !in ^ there are complaints about the 


high cost of living. But a good harvest and 
United States aid have tided the Govern* 
meat over. Mr, Nasser, the Governor of 
the National Bank told me recently that the 
financial and economic situation was rela¬ 
tively stable and could be expected to remain 
so until the end of the current Persian year 
on March 21, Thanks to American aid 
the budget was balanced, Government 
employees and security forces were being 
paid regularly, and the National Bank was 
gradually building up its cash reserves from 
the dangerously Sow level of a few months 
ago, Basic food stocks were good* although 
Jack of transport was holding up distribu¬ 
tion. Mr. Nasser thought the hrst severe 
.strain would be caused by the usual one 
month s bonus of salary and wages paid to 
Government employees for the Persian New 
Year. On the other hand, the Head of the 
United Stales Point Four Office, w r ho is 
administering the United States aid pro¬ 
gramme, seems fairly confident that the 
money will last until May. 

6, Ban Lug assassination, therefore, General 
Zahidrs position in the coming months 
appears secure, provided that he and the 
Shah can work together. They have had 
their differences recently* First over the 
trial of Mu.saddiq, when the Shah s inter¬ 
vention against his Prime Minister’s wishes 
was instrumental in obtaining a very light 
sentence. Secondly, over the selection of 
candidates for the Majlis. It appears that 
though they were originally agreed on this 
question, the Shah subsequently objected to 
a number of the Prime Minister’s candidates* 
Tliirdly* I understand that the Prime 
Minister has remonstrated with the Shah for 
sending me emissaries, on whom I have 
r£ported separately, behind his back. The 
Shah is by nature incapable of placing com¬ 
plete trust in one man, particularly in his 
Prime Minister, and too much’ should 
probably not be made of reported differences 
between him and General Zahidi So far 
they appear to have been able to settle their 
differences reasonably satisfactorily and 
there is some hope that they will continue 
To do so. 

7. It is clearly in our interest, as well as in 
Persia’s, that the present regime should 
continue. That is not. of course* to say that 
General Zahidi is perfect—according lo the 
United States Embassy he is often unwise 
in his choice of colleagues and advisers 
nor thut it will prove easy to reach a settle¬ 
ment of our differences with him, since the 
damage done by Musaddiq cannot easily be 
undone. But any alternative regime, and 
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particularly any reversion to the Persian 
sport of making and breaking Governments, 
coold onlv be for the worse. People here 
have vivid raco!lections of ihe Jays before 
Musaddiq's fall when the Tudeh showed 
their strength openly. General Zahidi has 
restored order. To maintain it he must have 
the Shahs continued support, for he him¬ 
self lacks an^ popular following as yet. The 
United States Ambassador and l are making 
it dear at every available opportunity that 


frank co-operation between the Shah and 
his Prime Minister is vital to stability and to 
the solution of the country's problems. 

s. I am sending copies of this despatch to 
Her Majesty’s Representative at Washing¬ 
ton. Bagdad and the British Middle East 
Office at Fay id and at Beirut, 

I have, &c. 

D. A. H WRIGHT. 


EP 1531/16 No, 5 

SETTLEMENT OF ANGLO-FERSIAN Oil. DISPUTE 

u> 

Mr. Eden to Mr , Wright (Tehran) 

(No. 35. Secret! Foreign Office, 

(Telegraphic) January !3, 1954. 

Your telegram No, 25 [January 10: Persian Gill, The Company have accepted 
your view that it would be undesirable to ask the Persians to accept an AJ.O.C. 
mission, They are calling a Board meeting on Thursday (January 14), at which 
the Directors will be asked to agree now to accept the idea of a consortium as the 
basis of a possible settlement. 

2. I have considered, in consultation with the Company, the recommendation 
in paragraph 6 of your telegram No. 18 but my colleagues and I would prefer to 
proceed iri a slightly different way, 

3. It seems to me that what vve need to do as soon as possible is to give the 
Persians an indication that we no longer insist on a 100 per cent, return of A i.O.C., 
that we are ready to see what progress can be made towards their preference for 
tt consortium and that the the problem of compensation would, we might hope, be 
resolved without need for arbitration. If wc were to go into any greater detail, 
mentioning for example such major difficulties as control of production, the share 
which A.l.O.t . might have in a consortium and the possibility of International Bank 
participation, we might well invite Persian objections or even intransigence at the 
start. It might also be that we should lind ourselves drawn into negotiations with 
the Persians before we are in agreement with the United Slates Government and 
the other oil Companies concerned regarding the type of eventual settlement that 
we should all tike brought about. Persian ideas are perhaps not likely to improve 
until the facts of the whole situation are clearly apparent. Our tactics should. \ 
think, be to take the initiative, stale simply what we are doing to meet the Persian 
views m explained to you by Zuhedi and Ente^im and then come forward with 
firm proposals when wc have the Americans behind us, 

4. It would, I believe, be preferable therefore for yon to be instructed to 
give the Persians as brief as possible a reply, and that in general terms. Your 
statement might be on the following lines: — 

“ Her Majesty's Government have considered the reports of my 
conversations with Persian Ministers. 

ft appears that the Persian Government wish a solution to bo sought on 
the basis of the participation of several Companies in a group rather than 
that of a single Company, The A.LO.G, with the approval of Her Majesty's 
Government, arc therefore resuming their talks with other Companies in order 
to sec whet her it ts feasible to form such a group, in which A I.O.C, would 
have an appropriate share and which would be in a position to negotiate a 
comprehensive settlement with the Persian Government. 

ft is the hope of Her Majesty's Government lhat the settlement would 
embrace all features of the problem and would thus avoid the necessity of any 
submission to arbitration 
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5, The Persians might well ask:- 

(aj What is meant by " an appropriate share " for A.LG.C? 

(/?) Does the last sentence of the statement imply that compensation would 
not be at issue? 

(G Why is there no mention of International Bank participation? We (the 
Persian Government) mentioned to you that this would make any 
solution more acceptable to our public opinion. 

\d) What, if any, degree of foreign management would be entailed by a 
consortium solution? 

(e) What about the idea of a survey at Abadan? 


6, The line that could be taken in answer to all these questions might be 
. 1 until A.LG.C. and the other oil Companies concerned have gone thoroughly 
mto the whole proposition, it is not possible to say exactly what would or would 
not prove feasible from the practical point of view of the international oil industry. 
For the moment, we must all keep open minds on the many complex problems 
involved, and shall see our way more dearly only when we know the results of 
ihe consultations between the oil Companies. You could however reassure the 
Persians that, without prejudice at this early stage, the last sentence of the statement 
pm fact intended to cover the compensation problem, since it is permissible to 
hope that a comprehensive settlement would dispose of the problem in such a 
manner as would avoid both recourse to arbitration and the piscina of a heavy 

aTaS. R . p t rs,an . ec ‘ , l , ? ,ny B “ wc «*" «5ve no firm assurance yet since, as I 
e brst have to ascertain the reaction to the consortium proposition of the 

Cmnpamstbat miilrt Kmt the group You will have to make clear, as opportunity 
offers, mat until a seUlement is reached anything which is said must be without 
prejudice to the Company s claims. 

. lrt , 7 \ 11 wcre w ^at Companies might participate, you could 

reply that hey would he ihose already holding Middle East oil interests and thus 

markets" 8 * * posltlve “Unbutton towards restoring Persian oil to its traditional 

, hk k .*? rc B ar ds the omission of the International Bank, for your information 
the idea 3*» * f vc 51,11 have a “ “P 611 m!tld a ” d ,hc oil Companies do not welcome 
we would Mr' 1 !' I * artla P ation ’ 11 ™> eventually prove necessary, but at this stage 

of a snliitirT J you not 10 ht: drawn into discussion of the merits and demerits 
solution under the aegis of the Bank. 

be neeeJ! 1 ,?^ iel 1I,C * lave > our comments urgently on this possible line. 1 1 will 
to [fir^ iw,r 0r "I® inform the I r nitcd StLaie.s. Government of it before you speak 
e remans, See my telegram No. 182 to Washington. 
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Mr, Eden to Sir Roger Muhins \ Washington) 


Fordgn Office, 

January 13, 1954. 


jNo. 182, Secret) 

(I elegraphic) 

My telegram No, 35 to Tehran, 

Sutler!!!?'? 8 W ( ri * hl agrees geaeraUy with this, ! shall instruct you to show the 
lhe M k 0f stQ dement (paragraph 4 of my telegram under 

of ij .. 1 } n ? u,t< k® making to the Persians, and to offer the explanation 

1 our tactics which is set out in that telegram 

shouki nknT,!iltW in / he vi ? w ? [ m > sclr and mY colleagues that you 

is ?J^ n t ? lat £ Department that by “ an appropriate share ” for A.I.O.C. 

Lhtiv ? ts rnd 'f lJ on| y jusi Itait 'hey should, and it is a fact that 

onin’tnn I" ^ ^ Pp s,t, ,° n 10 : ^^orb Persian oil There is moreover British public 
Pcixhn r b ?L^ nSlder ? d - md l he standin E of A.I.0,C- ill the Middle East P The 
that rh*> rl l ^ e ' r 50 ^ ar not disclosed the share which they contemplate 

nd hav f' Bul Wright has at least made clearTo zKSdi 

maior namin'., lh ^ . *">urrin«. that A.I.O.C. would expect to plav I 

strongly "td althou?h''t ihVnt -, hc ' 1 ' 'V,' [ m ,! er . on whlch ™>' colleagues .md I reel 
sy 1 lt L ' th 1 lh,nk !t would be bad tactics to tell the Persians at this 
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stage what we have in mind, l am most anxious that the United States 
administration should be in no doubt 

It will be desirable that you should at the same lime assure the State 
Department that the Company recognise the desirability of speed ]f T as we may 
assume, the Board approve a change of policy at their meeting on Thursday 
(January 1-4), invitations to the other Companies to resume discussions would at 
once be sent out. 


EP J53I/J6 (3) 

Mr. IVright to Mr. Eden {Received January fSi 

(No. 38. Secret! Tehran, 

(Telegraphic) January 13. 1934. 

Your telegram No, 35, 

1 agree, and have little doubt that the Persian Government will recognise this 
its a useful step forward, 

:> Unless you see any objection 1 propose, when making the statement, to 
emphasise that in taking this step both Her Majesty's Government and the 
Company arc making a large concession to Persian opinion* 


EP 1531/29 {4} 

Mr. Eden to Mr. Wright (Tehran) 

i No. 44, Secret! Foreign Office, 

i Telegraphic! January 14, i954. 

Your telegram No. 38 \January 13: Persian Oil], 

I entirely agree with the proposal in paragraph 2. 

2. Al this morning's meeting, the Board of AT.OX. decided that " a solution 
adequately protecting the Company's claim lor compensation should be sought 
along the lines of a consortium in which the Company would have a 50 ner cent, 
interest." 

3. As soon as you hear from me or Mr, Henderson that the United States 
Government concur {see my telegram No, 226 to Washington) you should speak 
to the Persian Government on the lines of my telegram No. 35 [January jj) and 
paragraph 2 of your telegram under reference. 

4. Before actually issuing invitations to the other oil Companies for a 
resumption of their talks, A.l.O.C are anxious to be assured that you will be 
able to speak to the Persian Government within the next few days. Please give 
me the earliest possible indication of the time at which you will be acting. 


EP 1531/29 (5) 

Mr. Eden to Sir Roger Waking I Washington) 

iNo. 226, Secret) foreign Office, 

I Telegraphic} January t4. 1954, 

My telegram No, 182 [of January 131, 

As you will see from my telegram No. 44 to Tehran* the Board of AJOC 
have taken their decision and I have instructed Wright to speak to the Persian 
Government on the lines of my telegram No. 35 to Tehran and paragraph 2 of 
Tehran telegram No. 38 as soon as he receives American concurrence, 

2, Please now speak with the Stale Department in the sense of my telegram 
under reference. I much hope that the Americans will not find it necessary to 
raise points on the terms o( the .statement that is to be made to the Persians. I 
do not want anything to delay action in Tehran and count on the earliest possible 
concurrence from the Americans, * 
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EP 1051/6 No. 6 

CONVERSATION BETWEEN THE SECRETARY or STATE AND THE 
PERSIAN CHARGE D’AFFAIRES ON, JANUARY 19, 1954 

Mr, fden to Mr. Wright (Tehran) 


iNo. y. Restricted). Foreign Office, 

January 19, 1954. 

The Persian Charge d'Affaires called Lo 
see me this afternoon when he brought me 
messages from Mr, Entezam, the Persian 
foreign Minister, and from Mr, Ala, 
Minister of Court, whom I have known for 
many years. Both these were couched in 
very friendly terms, Mr. Afshar said that he 
had been instructed to ask for the Ycremsnt 
on Mr, Soheily and ! told him his request 
would be submitted to Her Majesty as soon 
ns possible arsd that we hoped to he able to 
let him have a reply in about a week, 

2, Mr, Afshar went on to express his 
Government’s satisfaction that relations had 
been resumed and their confidence that we 
could now enter upon a period of close 
friendship between our two countries, I told 
him that this was exactly what 1 had in mind. 
As he knew. 3 had personally very friendly 
feelings towards his country and that it had 


distressed me that, owing to events which we 
need not go into, our relations had suffered 
so badly. We were at work upon the oil 
problem and f hoped before long to be able 
to address a further communication to his 
Government on this subject, 

3. Mr. Afshar thanked me and expressed 
his confidence that, difficult as the oil 
problem was, it could be resolved. The 
whole feeling between our two countries was 
now entirely different and once there was a 
real basis of understanding difficulties could 
he overcome. 

4. Mr. Afshar was very friendly and made 
a good impression. 

5. I am sending copies of this despatch to 
l ler Majesty's Representative at Washington 
and the Head of the British Middle East 
Office at Fayid. 

I Am, &c. 

ANTHONY EDEN. 


E p 1531/24 No, 7 

Oi'CJSION TAKEN BY THE BOARD OF DIRECTORS OF THE ANGLO- 
IRANI.VN OIL COMPANY ON JANUARY 14, 1954, CONCERNING 
THEIR CLAIM lOR COMPENSATION IN RESPECT 01 THEIR 
INTERESTS in PERSIA 


Mr, Eden to Mr. 

|No. I0„ Confidential) foreign Office, 

' ir * January 20, 1954, 

m my telegram No. 44 of the 14th of 
armory [ informed you of h decision taken 
Ij'Mhtft day by the Board of Directors of 
lQ Anglo-lranian Oil Company, 

h ? a * 11 Qw en c!ose copies nf a letter from 
? e ^ ^9 C communicating that decision to 
he Foreign Office and of the reply sent bv 
o ] r Pierson Dixon. 

., ^ 1 [ir P sending a copy of this despatch to 
er Majesty's Ambassador al Washington. 

1 am, &c, 

ANTHONY EDEN 


Wright {Tehran) 

Enclosure No. 1 

Britannic House, E C, 2. 

i 4th January. 1954. 

Dear Sir Pierson Dixon, 

The Board of the Anglo-1 rani an OH 
Company met to-day and, after considering 
the foil report on the present position, the 
Board decided that in all the circumstances 
a solution adequately protecting the Com¬ 
pany's claim for compensation should be 
sought along the lines of a Consortium in 
which the Company would have a 50 per 
cent, interest, 

I am sending this note down to you by 
hand this afternoon, as £ am sure you will 


c* 2 


51653 


SECRET 

















36 


SECRET 


wish to know the result of our Board 
Meeting forthwith. 

Yours sincerely, 

(Signed! NEVILLE GASS. 


Enclosure No, 2 

Foreign Office. SAV. /, 
My dear Gass, January /5. 1954 . 

Thank you for your letter of January 14 
in which you were so good as to inform me 
that your Board, after considering a full 
report on the present position, had decided 


ill it a solution adequately protecting the 
Company's claim for compensation should 
be sought along the lines of a consortium 
In which the Company would have a 
50 per cent, interest. 

the Board's decision was at once brought 
to the attention of the Secretary of Slate, 
who authorised the despatch to Tehran and 
Washington of telegrams containing the 
instructions of which you are aware, 

Yours sincerely, 

(Signed) PIERSON DIXON. 


EP 1531/36 No. 8 

SETTLEMENT OF ANGLG-PERSIAN OIL DISPUTE 

II) 

Sir Roger Mukim to Mr. Eden [Received January 22) 

(No. 156. Secret* Washington, 

ITelegraphie) ^actuary * /. / 954 . 

My telegram No. 136: Persian Oil. , 4 

The anti-trust obstacle was removed today by a decision of the National 
Security Council. !leaver has telephoned to say that the official letters authorising 
the companies to go ahead will not be in their hands lor four or hve days, but that 
thev will now be ready to accept invitations from A.LO.C. Hoover is leaving for 
London on Saturday. 

2, The administration arc hoping to keep this news out of the Press until 
Lhev have had an opportunity of explaining their decision to Congressional leaders. 
They are trying to convene a meeting for this purpose tomorrow morning, 

3, 1 hope to send fuller details tomorrow. 


EP 1531/36 (2) 

Mr. Eden io Mr . Wright {Tehran) 

(No. 67. Confidential) Foreign Office. 

(Telegraphic) January 22 , 1954. 

Repeated for information to: Washington, UK DEL, Berlin. 

Washington telegram No, 156 (January 21: Persian Oil). 

You should now make to the Persian Government the statement set out in 
paragraph 4 of mv telegram No. 35 (January 13), subject to the amendment 
suggested in paragraph 1 of Washington telegram No. 112 [January 15], 


EP 1534/4 No, 9 

STATEMENT TO MINISTER I-OR FOREIGN AFFAIRS OF Ot R 
PROPOSALS REGARDING THE OIL PROBLEM 

Mr. Wright to Mr. Edm {Received January 25\ 

(No. 66. Secret) Tehran, 

(Telegraphic) January 2.1 1954. 

Repeated for information to Washington, 

Your telegram No. 67. Oil. 

1 made it statement to the Minister for Foreign Affairs thK morning and left 
a copy with him. Although not surprised he was clearly pleased and recognised it 
as a big step forward. 

2, He asked no questions on it but said he would probably want to see me 
again after he had discussed it with (he Prime Minister and the Shah, 
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3. 1 made the point that, until a settlement is reached, anything I said was 
without prejudice to Anglo-Iranian Oil Company claim. 

4. Eiuezamsaid that in so far as any publicity was necessary it was important 
that we and the Persian Government should march in step. 3 told him there would 
J* n0 publicity fox my statement but (hat it would be impossible to keep the 
Company's meeting secret and undertook to ask that you should give me advance 
warning of anything to he announced either in London or Washington. A® 
mentioned in my telegram No, 40. this is a matter of considerable importance for 
the Persian Government and we should do all we can to help them on this, 

5 - x Y C i a S r f cd {hA answcr 10 enquiries here, no more should be said 
intn that I had had an important discussion on oil. 

Foreign Office pas* immediate to Washington as my telegram No. II. 


EP ] 103/1 


No. 10 


COMMERCIAL AND ECONOMIC CONDITIONS l\ PERSIA 


Mr. Wright to Mr. Eden {Received January 26) 


jN'o, 6 E. Confidential) Tehran, 

S ‘ r > January 23, 1954 , 

In my despatch No. 4 E. of the 16th of 
January I attempted to describe financial 
affairs in Persia since General Zahidi came 
10 P° w ur_ l now have the honour to report 
vu commercial and economic conditions in 
Jms country during recent months as far as 
a a ve been able to ascertain them. 

frn ’ * Lwo statistical tables!/} drawn 

fnr/ ° Persian sources, one of Persia's 

M-J.a' 1 l be year 1331 lending 

mnui' the ot her for the six 

Tt^ Mf rcJl 21-September 22, 1953. 
k cr , l! fi urcs are somewhat misleading 
p‘ . - nai include the period when 
nnt! JdJ] i activity is at its height. A 

inrr^ 1 ’ EC(,! 11 c tbem both is the large 

m ■kpjMls share of the import and 

Oor rt * n past year. ‘Hie 

of /"j 11 a! ^ United States percentage® 

if !' iqc ^bow relatively little change, the 
I * ned Kingdom share of the import trade. 
l ' hardly above one-third of what it 

t,s some three years ago, is still not as low 
■ s one might have expected. Our share of 
Tj C , CX P° rt lra ^ c on [ hc other hand is small. 

,e position of the Soviet Union does not 
appear to have changed significantly, 
i During Dr, Musaddiq's term of office 
, c stca dy devaluation of the rial stimulated 
a c export trade and incidentally provided 
1] scful revenue for the producers of export 
^°m modi ties. This trend has now been 
chberately reversed by the Government 
*3 rough two successive revaluations of the 
™t designed to encourage merchants to 
Purchase Amcrican-aid dollars and thus 


bring in much-needed cash to the Bank 
Melij and the Exchequer. 

4. This policy has not, however, been 
particularly successful so far. At this time 
of the year it is normal for importers to be 
cautions in their ordering pending the issue 
of the new quota regulations at the Persian 
New Year. This trend has been accen¬ 
tuated by the feeling that revaluation has 
not ’.el finished* a feeling for which the 
Government must bear much of the respon¬ 
sibility. At each stage of the revaluation 
so far they have spoken of the new rale 
being valid for a few months only instead 
of fixing it for a longer period. To 
encourage the sale of exchange I under¬ 
stand that the Bank Melli is now guarantee¬ 
ing letters of credit opened with United 
States aid dollars against any eventual fall 
in the rate. Importers opening such a 
letter of credit deposit 50 per cent, of the 
total rial value of the exchange on the 
understanding that the balance to be paid 
when the letter of credit is taken up by the 
foreign exporter will be only the amount 
needed to bring the total rial outlay to 100 
per cent, of the value of the exchange at the 
rate ruling when the letter of credit is taken 
up. This technique is apparently loginning 
to have some effect. 

5 The political effects of the revaluation 
of the rial arc important. Many merchants, 
seeing Iheir lucrative export business 
diminish, arc looking back to the tmsser* 
iairr days of Dr. Musaddiq with regret. 
And the decline of export activity has 
caused a reduction in the flow of money to 
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primary producers throughout the country* 
4 development which is also no doubt being 
interpreted to Dr. Musaddiq's advantage. 

6. As far as t can sec. there is no shortage 
of basic commodities in the country, The 
big importers hold relatively large stocks of 
most goods but these are being taken up on 
little more than a day-to-day basis by the 
«.mailer wholesalers and the retailers. The 
East harvest was good and there is sufficient 
food in the country for normal consump¬ 
tion. In spite of the stock position the 
prices of many commodities are rising, 
partly because cash is oeing brought out 
again with the increasing confidence in the 
country's financial stability and also because 
imports contracted for at previous high 
rates of exchange are coming on to the 
market. There are signs of discontent at 
the high cost of living. 

7 There is abo the danger, particularly 
during the winter* that serious local short¬ 
ages might develop because of the poor 
distribution system. 1 have been told by a 
usually reliable source that because of the 
appalling condition of the track the average 
speed on the Tehran Khorrnmshahr rail¬ 
way is now some 25-30 kllom, per hour 
compared with the speed in belter times of 
55 kilom. per hour. OjUank trains are 
being given priority over all other traffic but 
even so the lift of oil products by rail is at 
present said to be only about two-thirds of 
the estimated requirements of 75,000 tons 
monthly. Reliable information on distri¬ 
buted stocks of oil products is difficult to 
obtain hut a recent report, which I believe 
to be accurate, spoke of Meshed having 
only live days’ supply at hand. The road- 
tanker fleet of the National Iranian Oil 
Company iNI.QC) is in poor condition 
due to poor maintenance and the shortage 
of spare parts, and the N.LO.C, has asked 
the United States authorities for a larger 
allocation of tin-plate so that it can make 


more use of conventional transport for 
distributing supplies, 

& Private road transport also is in no 
position to meet the demands made upon it 
iuid the Persian Government are beginning 
to use army lorries to move food supplies. 
An indication of the serious economic 
effects of the poor distribution facilities is 
the presence in the southern ports of large 
quantities of sugar which could be retailed 
profitably at 20 rials per kilog. when prices 
of up to 35 rids per kilog. are still being 
paid in many parts of the country. The 
administrators of United States aid have 
financed the purchase of some 800 medium 
and heavy lorries but it will be many 
months before these arrive. And rehabilita¬ 
tion of the railway* even when rails and ties 
are available, wilt be a long business. To 
do it thoroughly would, \ am told* fake two 
to three years. 

9. The general economic picture, there¬ 
fore, although not desperate, is certainly not 
n cheering one for a Government which 
lacks any wide measure of support, If they 
can get through the winter without serious 
disruption of supplies or a runaway rise in 
prices [hey should be able to hold the post- 
lion for some time. But they will not be 
able to take positive measures to alleviate 
poverty and pul new fife into the economy 
generally before they begin to receive 
money for oil. whether in the shape of 
advances or From actual sales, in appreci¬ 
able amounts, 

10 . I am sending copies of this despatch 
to Her Majesty's Representatives at Wash¬ 
ington. Moscow and the British Middle 
Bast Office, Fay id and Beirut, the Lords 
Commissioners at Her Majesty’s Treasury, 
the Board of Trade and Export Credits 
Guarantee Department. 

I have* &c. 

D. A. H. WRIGHT* 


EP 1531/41 No, II 

SETTLEMENT OF ANGLO-PERSlAN OIL DISPUTE 

( 1 ) 


Mr Eden to Mi Wright { Tehran) 

{ No, 75, Secret) Foreign Office, 

(Telegraphic) January 26, 1954. 

Guard, 

ft seems dear that we must expect further American pressure* from the State 
Department if not from the United States oil Companies concerned* to reduce the 
A.IXXC share in the consortium. The argument may well take the form that the 
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i cnuani would never agree to A 50 per cent, share lor A.LGX , plus participation 
by Shell* m a consortium with any elf ecu ve measure of control over the operations 
within Fcrsia* since in Persian eyes this would amount to restoring British control 
over Persia's oil industry. 

2 . Neither Enteaam (paragraph 4 of your telegram No, 25 (dated 
December 29. 1953) nor Zahedi (paragraph 9 of your telegram No, 15 dated 
January 6 n demurred at your statement dial A, 1.0X2 must pla\ a major r \te in 
a settlement, H may he however that the sort of settlement which Lhe\ then had 
in mind was one in which foreign concerns should deal only with marketing. 

. . lt would be useful if you could iei m have forthwith your assessment 

oi the Persian altitude towards the size of A.LO.C, participation in the kind of 
consortium we contemplate, and if thereafter you would let us have any further 
indications of it as they become available* without of course making anv approach 
to the Persians on the point. 


EP 1534/7 Q) 

Mr, d right to Mr. htfen I Rvnivetl January JV9 

t No. 79, Secret) Tehran 

(Telegraphic! January 28, 1954 

My telegram No. 77: Oil. 

Ah Suhaili called this morning* 

,2, St has been ‘diciidtiM the recent meetings of the Oil Commission and toil! 
m! u s " 1 whether to make counter proposals in answer to 

..<> statement. He asked m> views on the role independents and the Anglo-lraman 
uij Company should play in a consortium and on compensation. 

* H 5 £ him \ hat ? t5re , rt< ? expecting any counter proposals from the 
Persian Government and that l thought it would be wise for the Persian 
Government not to take up any fixed position or make any proposals but to await 
the outcome of the mter-comp*my discussions in London; if a consortium proved 
possible negotiations could take place and then was the time for the Persian 
Government to put forward any proposals they might wish to make, 

in i-imhmTiiS! * tlld «■*** our stro °S abjection to the inclusion of 
independents in the consortium* In answer to his other question 1 spoke alone 
the lines of paragraph fi of your telegram No 35. 4 P 0n% 

e + . 5 ‘ . 1 was unable to draw him much on the Persian views Concemina the 
uf^rhe A agio-Iranian Oil Company in a consortium but he din indicate ? ihat thev 
accepted the fact that the company must play a major part I cnpI fined that thr 
greater the pari the easier it would be for Her M^tvV GdvemSld 
Irom (he point of view of a financial settlement 

aid""f“ vfihclmpr^ttM on VS 3?1^ d « b * Wd by ,he 0il 

I- »,.r« Sal 

bm'iivo^h, one S j h ° o1 of l!unl * ,u favoured th? use of the International Bank 
ui that he had urged caution before committing themselves to this. 

indication ofli/totf XSd 

Oavernmenf. Both (he Shah and Zahodi had expressed their satisfaction to him 
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EP 1531/42 (3) 

Mr. Wright to Mr. Eden, i Received January 28) 

(No. 80. Secret} Tehran,- 

(Telegraphic) January 28 r 1954. 

Guard. 

Your telegram No. 75: Oil. 

The guiding principles for the Persian Government will almost certainly he 
that no single country or company should have a controlling interest in the 
consortium, 

2, ! have had no occasion to discuss Shell with the Persians, but my 
impression is that they regard it as a British concern, Unless we can effectively 
convince them that Shell is in fact Dutch, I think it most uniikelv that they will 
agree to 50 per cent. Angto-Jranian Oil Company plus Shell. 

3. Some weeks ago Entizam told Miss Jablonski of the New York Journal 
of Commerce that he favoured a consortium in which the French held the balance 
between British and American companies, and said that he regarded Shell as British. 

4. I think we shall have to fight hard to get 50 per cent, for A.LO.C., but 
nothing that has been said to me so far makes me think that this would be 
impossible if we have the Americans behind us. You realise, however, that 1 have 
not 1-teen in a position to take any real soundings on this important point. As I 
see it now we should do our utmost to hold the line on it. but I would not 
recommend that it can safety be made a breaking point. 

5, In my discussions Enitzum and Zahedi had. a marketing consortium in 
mind, but given that they come to accept a joint production and market consortium, 
1 believe they would still recognise that A J.G.C should play a major role. 


EP 1015'14 No- 12 

POLITICAL DEVELOPMENTS IN PERSIA DURING THE LAST SIX 
MONTHS AND THE OUTLOOK FOR THE NEAR FUTURE 

Mr. Wri$hf to Mr. Eden, {Received February 16) 


(No, 9, Confidential} Tehran. 

Sir, February 12, 1954. 

In my despatch Net. 2 of the 7th of 
January I had the honour to submit a 
preliminary report on the internal situation 
in Persia, which was largely based on 
impressions gained from the Untied States 
Embassy here. It is now nearly eight 
weeks since this embassy was reopened on 
the resumption of diplomatic relations 
between the United Kingdom and Persia, 
and Her Majesty's Ambassador will be 
arriving shortly to cuke up his appointment, 
it may be useful, therefore, if I attempt my 
own assessment of the political develop¬ 
ments in Persia during the past six months 
and of the outlook for the near future. 

2, Dr, Musaddiq in his last few months 
of office was leading the country with 
increasing momentum towards disaster. 
The finance!! were in a ehiu.uk, state, and 
the direction of events was passing more 


and more into the hands of the Tudeh 
Party. Dr. Musaddiq’s fall was neverthe¬ 
less almost fortuitous. The Shah had 
already lefi the country, after the failure of 
his attempt to replace Dr, Musaddiq with 
General Zahidi, when a last-minute demon¬ 
stration in the Shah’s favour suddenly and 
to all appearances spontaneously swept all 
before it. 

h When he fell Dr. Musaddiq was largely 
discredited if only because of his growing 
powerless ness vix-d-vh the Tudeh Party. 
J le might have remained so if he had not 
been brought to trial in (he full glare of 
publicity. Although Ins performance in 
court was not very effective the trial seems 
to have revived amongst the Persian people 
! great deal of the popularity which he had 
j ire v i ci us] y enjoyed. For two years he had 
been Tor (hem a symbol of national aspira¬ 
tions, By propaganda, and particularly by 
the speeches he himself made over the radio, 
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he had brought himself into contact with 
the masses in a way which had never been 
experienced before in this country. And 
his disregard, if not contempt, for those 
members of the governing classes who 
won id not co-operate with him had not 
Passed unnoticed by the long-suffering 
majority of the population. 

L General Zahidi, when he took over, 
qnickly restored order and, thanks to 
prompt financial aid from the United Slates, 
soon stabilised the finances and, to some 
extent, revived economic activity* Security 
is good* There is martial law with a mid- 
iiignt curfew, but this has been a regular 
Mature here for the last few years and 
Toops are less in evidence than they were 
Qn a number of occasions during Dr, 
Musaddlq’s time. The security forces are 
actively seeking out the Tudeh. and arrests 
are regularly reported, but i( is unlikely that 
these measures have so far seriously 
disorganised the Communist movement. 
A disturbing feature of the Government's 
security measures is the over-readiness to 
Arrest persons suspected of anti-Govern- 
*ncm activity ort the basis of slender 
evidence. The incident in the uni versts 
U °L long before our arrival, when three 
students were killed, also seems to have 
keen largely due to an excess of military 
zeal* 

5. The Government have induced respect 
by their firmness, bui they lack any oppre* 
liable measure of active support. Leaving 
'ddc the Tudeh, the majority of the people 
Probably still favour Dr, Musaddiq in spite 
| )|: his policies or lack of them. The pro* 
fc.ssiunal Feb ran politicians show little 
jncLiiiqtion to modify their traditional be¬ 
haviour of negative criticism of and inirigu- 
3sl S against the Government in power. The 
Jipl unfounded reports of corruption in 
3 overnment circles and the Prime Minis- 
tCrs choice of his Cabinet colleagues who 
j ,r c, with a few important exceptions, mill- 
: Ur ) men or persons with few qualifications 
P? r lheir particular posts, have not helped 
lls cause amongst the more realistic and 
scumble Persians who would like to see 
•heir country set on a constructive course. 
Jne encouraging sign, however, is that a 
yood proportion of the persons of this kind 
■re-jgs.rd General Zahidi's Government, with 
i j3s failings, as the only feasible one, 
inveterate intriguers have so far 
Stated to suggest alternatives. 

J he Governments record so far lias 
^'n fairly promising considering the legacy 
^ ,n herited* After some hesitation they 


i] 

definitely showed courage in resuming 
diplomatic relations with Her Majesty’s 
Government, and they arc now tackling the 
oil problem constructively and with an 
appreciable degree of realism. Their recent 
decision agreeing to the oil companies' pro¬ 
posal to send a technical survey mission to 
Abadan was made extremely quickly and 
was a sign of their growing self-confidence 
and determination to act. Until now their 
efforts have been niainl) concentrated on 
rescuing the country from disorder and 
patching up the worst of the damage done 
by their predecessors, They can hardly be 
expected to do anything more constructive 
without considerable revenues from oil, a 
point which is beginning to be more widely 
appreciated here, bu: the Government 
cannot hope to reach a reasonable oil settle¬ 
ment and to begin to pul the country on 
iis Teel by their own efforts alone. 

7. Much depends on Itie Shah, After 
leaving Tehran last August with what must 
have been Mute hope of returning he 
suddenly found himself swept back "on a 
wave of popular enthusiasm. Almost all 
experienced observers here, both Persian 
and foreign, are agreed that this enthusiasm 
was generated more by the Persians’ deep- 
rooted feelings lor the institution of the 
monarchy than by any strong sentiments in 
favour of (he person of the present Shah. 

! In fortunately His Majesty has* f under¬ 
stand, interpreted it largely as a demonstra¬ 
tion of personal affection. This and the 
doubtful quality of much of the advice he 
receives from his court have not made it 
easy for him to make an accurate appraisal 
of the present state of the country. More¬ 
over* Ire has always shown distrust of his 
Prime Minister of the moment and the fact 
that the present one is a military man 
probably tends to make him even more 
distrustful. 

&• Nevertheless, the Shah and his Prime 
Minister seem so far to have managed to 
resolve the various differences that have 
arisen between them. But there arc reports 
of continuing friction which, tf allowed to 
develop, could once again plunge the 
country into chaos. One of our major 
i.!tsks here should therefore be to promote 
harmony between the Shah and the general. 

9. Tf they work together the task of 
handling the Majlis should be noticeably 
easier* If they do not, the Majlb. notwith¬ 
standing that the great majority of the 
members will have been sponsored by 
either the Government or the court or 
both, wifi probably lose little time in 
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indulging in disruptive and irresponsible 
nrtanceuvres. Over one-half of the 136 
members have already been elected. I here 
are many old faces, but a fair propor¬ 
tion of the new Deputies wilt he taking 
their seats for the first time, ft seems to 
be accepted that, a quorum having been 
established, the Majlis could assemble now 
on a preliminary basis, hut u is generally 
believed that the Government will not 
inaugurate \i before the elections have been 
held in Tehran. On present form these are 
expected to begin in a fortnight or so, after 
the results of the Senate election* in the 
capital have been announced. (Votes for 
these are being counted, and Dr. Musaddiq 
and other candidates supporting hirn are 
said to he well behind.) If this programme 
is adhered to, the Majlis could conceivably 
meet before the Persian New Year on the 
21st of March. IT they are wise, the 
Government will, however, postpone the 
inauguration until after the New Year 
holidays to allow themselves at least to 
begin oil negotiations in an atmosphere 
undisturbed by parliamentary proceedings. 

10 . The United States Embassy's present 
opinion is that an oil agreement would 


probably stand the best chance of accept¬ 
ance tf it were presented to the Majlis early 
tn it* life before loo many members have 
had lime to strike attitudes, I myself have, 
of course, no first-hand experience From 
which to judge, but from what 1 have read 
and heard of previous sessions of the Majlis 
f am much inclined to agree with this view', 
even though this could be interpreted as a 
manoeuvre to force an agreement through. 

11. I have no doubt (hat any hope of 
icaching a reasonable settlement and get¬ 
ting it ratified will depend to a large extent 
on the Government’s continuing to keep a 
firm hand on affairs and on the Shah’s 
giving his Government the fullest possible 
support, II is in his own and the country’s 
interest that he should do so, but this in 
itself is. unfortunately, no guarantee that 
he will. 

12 . 1 am sending copies of this despatch 
to Her Majesty's Representatives at Wash¬ 
ington, and at the British Middle East 
Office, Fay id and Beirut. 

I have, &c. 

D, A. H. WRIGHT, 


HP 1051 12 No. 13 

FEELINGS IN PERSIA TOWARDS THE BRITISH 


Mr. W right to Mr. Eden {Received February lb 1 


(No. JO. Confidential) Tehran. 

Sir, February !3. W54. 

In my despatch No. 9 of the 12th of 
February I endeavoured to assess political 
developments in Persia in recent months, I 
now have the honour to submit my impres¬ 
sions o! the Feelings in Persia towards the 
British. I am very conscious that it is 
hazardous to do this at the best of limes 
and my very short experience here makes 
it even more so, but it should, I think, be 
attempted at this time. The complicated 
ways of the Persian mind do not make the 
task any easier. 

2. While wc cannot hope to re-establish 
friendly relations on a firm basis until the 
oil question is settled, progress towards a 
settlement will depend partly on our ability 
to restore belief in our goodwill. The first 
task, obviously, is to gain the confidence of 
ihe Persian Government. In this wc have, 


I think, hud some success. ] am told that 
the Prime Minister and the Minister for 
Foreign Affairs have* following our accept¬ 
ance of the consortium idea, been agreeably 
impressed by tier Majesty’s Governments 
approach to the oil question; and that they 
are pleased with the embassy's discreet 
behaviour, such as our refusal to entertain 
intriguers; and with Her Majesty’s Govern' 
mail's willingness not to insist on the intro- 
duel ion of senior staff with previous Persian 
experience, a point on which 1 find them 
-!ill somewhat sensitive, 

3, Against this must be set a certain 
coolness on the part of the Shah. Nettled 
b\ my refusal to negotiate with his emis¬ 
saries behind his Government's back, h£ 
refused to see me unlit two uighls ago whetf 
he gave a reception to celebrate the anni¬ 
versary of his wedding, from which it would 
have been difficult to exclude me. In ih« 
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event he showed himself agreeable and 
friendly. I hope to have made some pro¬ 
gress towards convincing him of our good¬ 
will sn the course of a conversation on which 

I a.n reporting separately. 

4. Although articulate public opinion in 
the Western sense does not exist here, public 
emotions, stimulated by Dr. Musaddiq, 
have found expression in recent years more 
readily and more continuously than before. 
The Nationalist hysteria of the last two 
years will not easily be forgotten, nor will 
lCs predominantly anti-British focus. Out- 
xva rd appearances are misleading. The 
press is becoming increasingly cordial, hut 

II is rarely a reliable guide and certainly 
•lot under the present Government’s censor* 
ship, indirect though it is. In the first few 
w ecks the natural caution of all but a few 
Persians made them reluctant to meet us, 
hut many, including members of the 
Government, are now adopting a more 
forthcoming attitude. Some of these are 
genuinely friendly, the others only pro¬ 
fessedly so. Even those who arc rcpuicdly 
Aitglophobe have been studiously polite, 
l have received only one threatening letter 
[unsigned), and wc have encountered no 
halite demonstrations, Anti-British out¬ 
bursts have come only from professional 
J^Urs, such as Ayatullah Kasha ni and 
™avab Snfavi of the Fidayan-i-Islam. 

5. The superficial impression, therefore, 
] * that ,inii-British feeling in Persia is not 
deep-rooted or widespread and might be 
Warded merely as a relic of Dr. Musaddiq's 
Propaganda, 0:1 the other hand, some 
jdeiuth and informed observers maintain 
hat most Persians distrust us and many 
actively dislike us. This view is expressed 
l[i ° often and too convincingly to be 
Snored It* components consider that* 
kl Pari from the fanatics, our most detcr- 
M5| ned enemies arc to be found among the 
younger educated Persians of what else¬ 
where would be the middle classes. These 
r!ltl > not have amounted to much In the 
P iis l except as trouble-makers, but their 
JJfiisttiice is bound to be fell increasingly. 
Amongst the mass of the people, which is 

vapabte of any but the ruder processes 
^ Political thought, Dr, Musaddiq s action 
tA^i nSL ^ 1e Anglo*Iranian Oil Company 
A.i.Q.Q) and the embassy was regarded 
■ Es a national victory. This is a fact which 
£ should not forget. Our return and the 
gumption of la Iks on oil arc bound to 
_ VlVc their suspicions which, given the 
Ppiirtuiiity, could once again be Fumed 
lnCo active dislike. 


6 , Criticism of the British is based on 
the often distant past, There exists a 
genuine belief that the British in recent 
decades have failed to comprehend the true 
interests of Persia and have at times be- L 
haved as if Persian Feelings could, in the 
last analysis* be disregarded. The 1907 
Anglo-Russian Agreement and Lord Cur- 
zon’s 1919 Treaty will, for many years to 
come, remain at the back of the Persian 
mind, the one as proof of our duplicity* 
and the other of our disregard of Rash's 
susceptibilities. Specific charges levelled 
at us are 

(<a) interference by the company and by 
British authorities in Persia’s internal 
affairs; 

{hi the * l three voices ” of British policy 
in Persia, those of the company, the 
previous Government of India and 
the Government of the Untied 
Kingdom in that order of import¬ 
ance; 

(cl the colomal” treatment of Persians 
by the British in general and the 
AJ.O.C. in particular. 

As regards criticism (rd many Persians are 
firmly convinced that the embassy and the 
company had and used the power to make 
and break past Persian Governments and 
to influence Government appointments 
even at I he lowest level Criticism i/i) is 
less easy to apply to the present day* though 
fears are expressed that the A.l.O.C, will, 
ns they pul it. continue to dictate to Her 
Majesty’s Government. It explains the 
Persian Governments reluctance to re¬ 
admit “ old Persian hands " since they fear 
that such people cannot help 3>ut be con¬ 
taminated by the past. It is also sometimes 
argued that the United Kingdom, which 
has so many social and political achieve¬ 
ments to its credit in its own country and 
elsewhere, has rarely if ever in recent years 
shown its true self in British policy towards 
Persia; (r) is the criticism most often 
voiced and the most difficult to refute. 
Episodes such as the refusal of the then 
Britisli Club in Tehran to admit Persians, 
even as visitors, until the laic Shah forced 
them to do so by legislation have left their 
mark. A further example, which 1 have 
heard quoted by Persians who knew 
Abadan in the A.LO.C. days, was the 
existence of social barriers between the 
British and the Persian employees. The 
facilities provided for the Persians were 
often excellent but ii is the discrimination, 
in contrast to the equality with which many 
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i>r them were l reared as students in England, 
^hieh is remembered, 

7, The situation is complicated by a 
continuing and widespread belief in our 
mystical and all-pervading powers. For 
example, 1 have received a letter from an 
editor asking me to ensure his election to 
the Majlis for Khorramshsthr “ or any 
other district which 1 may deem conve¬ 
nient." I am told (hat, whatever I might 
reply, the gentleman in question would 
probably lay his electoral success or failure 
at our door. This altitude helps to explain 
certain curious Persian theories such as that 
there is ,i British Tudeh Party distinct from 
the Soviet-inspired party fa belief recently 
expressed to an American journalist by the 
Minister of Court. Mr. Husain Ala), and 
that Dr. Mussadiq is a British agent. 

8, Xenophobia, corruption, intrigue, 
agitation and a si rone inferiority complex 
are at the root of the Persians’ suspicion of 
all foreigners. Indeed, they lind it very 
difficult to trust each other. Gives! their 
character. it is only natural that they should 
distrust particularly those countries which 
have long been closely connected with their 
own. As I have said above, we have no 
direct evidence that anti-British feeling in 
this country is still serious. But the second¬ 
hand evidence seems to me convincing, and 
1 have no doubt that it will take much 


patient work to impress the Persians with 
our good faith. Some, of course, will never 
be persuaded. 

9, Persuasion will not be easy. The 
Persians must have someone to blame for 
their own shortcomings* and we seem to 
have become well established as one of the 
principal whipping-boy si The Russians, 
who probably share this role with us, are 
nearer and more frightening, and fear in 
Persia is a great inducer of outward respect. 

If). In present circumstances there is 
lit tic positive action which we can take to 
influence opinion. H is encouraging that 
the Government appear to be making 
genuine efforts to depict us favourably 
But a reasonable oil settlement will do more 
than any words, provided that its benefits 
soon become apparent in readily tangible 
form throughout the country. It is also* 
I believe, incumbent on this embassy to 
make a great effort to broaden its contacts 
with the university, the young intellectual?, 
and the growing middle classes of the 
country. 

IE. f am sending copies of this despatch 
to Her Majesty’s Representatives ill Wash¬ 
ington and at the B.M.E.O*, Fay id, and 
Beirut, 

i have, &c. 

DENIS A. H. WRIGHT. 


EP 1532/5 No. 14 

REPORT ON THE MAINTENANCE OF OIL INSTALLATIONS 

AT ABADAN 

,Ur. If 'right w Mr. Eden. (Received February 15) 

(No. 136. Confidential) Tehran. 

February IS * / f A54, 

My telegram No. 113. paragraph 4, r 

Richer, who returned from Abadan on February 12, has given his impressions 
in confidence to the United Stales Charge d'AITaiics, In case Hoover, who has 
been informed, has not told you. the following arc the main points: - 
fvij Present production is 20,000 barrels a day. 

( h ) Equipment, which can be looked after by external treatment, is in 
surprisingly eood shape but there is much unused equipment on whose 
condition Richer was unable to form a judgment, 

U \ A good job has been dene by cannibalisuiion but there is urgent need lor 
"spares. For overseas (group undecipherable! equipment atone. Richer 
estimates S6 millions is required. 

U!) Between $25-30 millions arc required over the next two years to gel me 
industry to a capacity of 20 million tons of refined product, plus 
20 million tons of crude. At the end of twelve months the industry 
could probably produce 5 million tons of refined, plus 15 million tens 
tons of crude. 
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ko Rteller was impressed with the quality of Persian technicians and. contrary 
to the views he held two years ago. estimates that only some 350 to 
400 foreign technic in ns will be needed at Abadan with a further 75 
to IDO in the fields. He considers il most important that the fullest 
use should be made of existing Persians alongside foreign technicians 
and that it would be politically most undesirable to turn them om of 
the houses they now occupy, 

2. In a general statement made to the Press on his return. Richer stated 
that he was very satis tied with his visit and congratulated the Persian engineers 
on the admirable maintenance of the installations. The Press also quotes members 
of the surveying party as saying that the installations have been efficiently 
maintained, 

3. Richer s assistant. Davenport, a lawyer, arrived here on February 13, 
According to the Press he is to advise on compensation and other legal problems 

4. Richer is leaving here on February 18 to attend to personal business in 
America, but he expects to return on February 25, 


EP 1018 I No. 15 

PERSIA: QUARTERLY POUT IC’AL RF PORT 
Period October December 1953 


When General Zuhidi came to power in 
August 1953 it was uncertain how long he 
would stay in power, what his policy w r ould 
be and who would support him. By the end 
of the year there were fewer ambiguities. 
General Zahidi was not a caretaker, lo be 
replaced by the Shah's whim or overturned 
by a Tudeh conspiracy: his policy was to 
maintain order and lo work for an oil 
ttU foment; he had eschewed the support of 
the mtj-Musaddiq Nationalists; and he still 
fdied primarily on the security forces, 

2, This clearer picture nevertheless had 
Plenty of shadow in it; the Government 
Acre unpopular, and had no obvious 
achievement of domestic reform to set 
against the loss of Nationalist support. 
Economically, Persia was dependent on 
United States aid, which had been used 
Purdy to balance the budget, and the cost 
°f living had mounted since Mlisaddiq fell; 
and the Shah, still jealous and suspicious of 
:, ny strong Prime Minister, had not given 
E hc Government his full support or 
renounced his freedom to intrigue against 
them. 

Internal Mlnirs 

3, Ae the beginning of the quarter 
General Z&hitij's Government were re¬ 
garded by many as little more than a stop- 
7'ip which would not remain long in being. 
This encouraged the usual Tehran intrigues 
and the Government faced other serious 
'nternal problems, notably the continued 
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existence of the Tudeh. the trial of Dr, 
Mnsaddiq, the absence of a workable 
Parliament and the growing opposition 
of the extreme Nationalists such as 
Kasha ni, Baqai and Mafcki. who had 
broken with Dr, Musaddiq before his 
fall but were far from being in sympathy 
with the new regime. In all these problems 
General Zahtdi had the greatest difficulty in 
carrying the Shah with him: for the ruler 
seemed to have learnt nothing from his 
narrow escape in August, was still reluctant 
to give loyal and wholehearted support to 
his Prime Minister and .seemed always ready 
to exploit opportunities of weakening the 
latter’s position, 

4, 1 he Government renewed their efforts 
to suppress the Tudeh, making little distinc¬ 
tion between supporters of that party and 
those of Dr. Mnsaddiq, whose champions 
the Tudeh claimed to be and with whose 
remaining supporters they were co-opera¬ 
ting, A further 200 persons were arrested 
on October 1 On October 4 a communique 4 
gave the military courts extensive powers to 
deal with Communist activity, and disorders 
in the university and the bazaar were firmly 
suppressed. Martial law was applied to the 
whole of the railway system. On October 
20 three ratings of the navy were shot as 
saboteurs and lw r o days later martial law 
was declared throughout Khuzistan. On 
November 3. after an alleged plot Lo assas¬ 
sinate the Shah. 300 more persons were 
arrested, including ihirty naval officers and 
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ratings. The Tiideh and Dr. Musaddiq's 
supporters concerted a final effort to 
organise strikes and demonstrations on 
November 12 after Dr, Musaddiq’s trial 
had begun, but were routed by strong 
security forces. 

5. Relative calm followed. The campaign 
against the Tudeh had not been fully success¬ 
ful, since the leaders had as usual escaped 
and there were still many Tudeh members 
in Government departments and the armed 
forces. But the party nevertheless had 
suffered a definite reverse, which was later 
identified by its failure in December to 
create serious disturbances during the visit 
of the Vice-President of the United States. 
Even if its hard core remained untouched, 
its overt activities were virtually at a 
standstill. 

6. I he Government were less successful 
<n other directions. The Shah refused at 
fir^t to dissolve the Majlis, twenty-three of 
whose members had never resigned; and 
General Z.ihids himself apparently believed, 
perhaps naivety, that the could govern more 
effectively with the support of a Legislature 
than without it. Sporadic parliamentary 
activity begun with a meeting of the twenty- 
three members of the Majlis on October t. 
Naturally enough they opposed a dissolu¬ 
tion. and the Prime Minister himself pre¬ 
ferred to increase the Majlis to eighty by 
holding elections in those fifty-seven con¬ 
stituencies where elections had not been 
completed in 1952. Rut the simultaneous 
informal meetings of the Semite i which the 
Shah had dissolved at Musaddiq's behest) 
aroused much opposition ; and the revival 
t-if political activity emphasised the dangers 
of leaving the Nationalist demagogues with 
their parliamentary immunity, which would 
end only with a dissolution. 

7. These men f Kasha ni, Makki and 
Baqab were already beginning to constitute 
a new National Front, They were not yet 
in avowed opposition but were prepared to 
pounce upon any deviation from a 
" national *' policy, particularly in the 
spheres of oil and foreign affairs. Shahiu, 
the newspaper of Dr, Baqai and his ” Toilers 
Party,” was now in effect the only Opposi¬ 
tion paper, all others having been cither 
physically destroyed by the Shah's sup¬ 
porters on August 19 or suppressed im¬ 
mediately after. At first General Zahidi 
treated the Nationalist leaders gently, 
although he acted firmly against any of their 
supporters who disturbed the peace. In 
particular Kashank with whom he had been 


in close contact in the days of their common 
opposition to Dr, Musaddiq, was treated 
with some respect and allowed time on 
Tehran radio to propound his anti-British 
views, 

8, The Governments rift with the 
Nationalists became complete over the 
resumption of diplomatic relations with the 
t rtited Kingdom. Kashani first pleaded 
with, then threatened, the Government and 
finally called for a day of public mourning. 
Dr. liaqui and his newspaper Shahid went 
into open opposition. Except, however, for 
some university rioting, which was again 
firmly suppressed, there was no popular 
reaction. The suppression of Shahid left no 
overt Opposition newspaper and General 
Zahidi at last persuaded the Shah to dissolve 
[he Majlis, in, a decree of December 17 
which also dissolved (he Senate, whose pre¬ 
vious dissolution was conveniently over¬ 
looked. The Government immediately set 
.ibout staging elections, but ran as once into 
difficulties with the Shah and his relations 
over the nomination of candidates. 

The Trial of Dr. Musaddtq 

9. The trial was repeatedly postponed. 
The Shah as head of (he armed forces 
claimed full control of the military court 
and insisted on a public trial, Notwilh- 
\Li riding the Government’s repeated attacks 
Dr, Musaddiq's halo survived and the press 
reflected a widespread opinion that despite 
his failure he had led a "noble experiment/' 

ID. The trial eventually began on Novem¬ 
ber 8. After the first few days, during which 
(he prosecutor made an effective case and 
the President kept control of the court, the 
proceedings degenerated, apparently as an 
effect of the Shah's solicitude for a fair trial: 
Dr. Musaddiq shouted, wept and fainted his 
way through interminable declamations, 
threatening hunger strikes and occasionally 
kicking his lawyer. His defence, in so far 
as he made one. was that legislation he him¬ 
self had promulgated rendered the court in* 
competent to try him. that he had believed 
the Shah’s firman of dismissal to be a for¬ 
gery and that the Shah could not dismiss 
him without Majlis approval. As (he trial 
was concluding, on December 21. the Shah 
a grain intervened with a published letter for¬ 
giving Musaddiq for his crimes in view of 
hri earlier services to the nationalisation 
campaign which, the Shah declared, he him¬ 
self still supported. The court sentenced 
Musaddiq only to three years’ solitary con¬ 
finement Brigadier Riahh the former 
thief of Staff who was tried with Dt, 
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Musaddiq, was sentenced to two years' 
detention and dismissal from the army. 
Both immediately appealed. 

Relations with Ikr Majesty's Government 
and the oil question 

11. These two related problems were, 
naturally, the principal foreign preoccupa¬ 
tion of [he Persian Government, who 
showed at first little readiness to grasp 
either nettle. The United States Govern¬ 
ment, however, through their ambassador at 
Tehran, impressed on the Persian Govern¬ 
ment tlui an early oil settlement was essen¬ 
tia! to the health of Persia's finances and 
cbm to reach one, and to restore her inter¬ 
national position, she should resume rela¬ 
tions with Her Majesty’s Government as 
soon as possible. The Persian Government, 
afraid of the still strong anti-British feeling, 
were inclined to want an oil settlement for 
at least some understanding on oil) before 
a resumption of relations, while Her 
Majesty's Government preferred first to 
resume relations: that course was desirable 
on its own merits, and would facilitate oil 
talks. 

12. Accordingly the Secretary of State 
sent on October 9 a private message urging 
an immediate resumption (in reply to a 
Persian court enquiry whose exact source 
was not dear) and on October 20, in Parlia¬ 
ment, offered friendship and resumed 
relations. 

13. Meanwhile, with the full agreement of 
Her Majesty's Government, the State De¬ 
partment's Oil Adviser, Mr. If Hoover, Jnr„ 
had reached Tehran on October 17, in order 
to discover what solution to the oil question 
the Persian Government hud in mind and 
to explain to them the facts of ihe world oil 
situation. The second task proved the 
easier. The Persian Government began to 
realise that the world was not crying our 
for Persian oil. that it could he sold only 
by ihe big companies and that ihe latter 
would not pay more for it than for other 
Middle East oil. But Persian ideas on a 
settlement proved extremely vague and im¬ 
practical, nor dtd the Government, or the 
advisers they had summoned, accept the 
need for foreign management of production. 

14. On lea vine Tehran (November 3) Mr. 
Hoover visited Loudon and found Her 
Majesty's Government preoccupied with 
the diplomatic side of the problem. The 
Persian Government in a message of Octo¬ 
ber 30 had urged the need for some progress 
at least towards an oil scttlemeni before 


Persian public opinion would accept diplo¬ 
matic relations; perhaps an unofficial 
British emissary might visit Tehran for the 
purpose (an infelicitous and unacceptable 
suggestion apparently emanating from the 
Swiss Minister in Tehran), In a reply dated 
November 14 the Secretary of State under¬ 
took to consider ways by which Her 
Majesty’s Government could render a diplo¬ 
matic resumption less unacceptable to 
Persian public opinion; and ten days later 
he sent to Tehran a draft communique. 
This, after announcing the resumption of 
relations, would express Her Majesty's 
Government's confidence (hat thereafter an 
oil settlement could be reached which w ould 
Lie just and honouriiblc and take account of 
Persian " national aspirations/' The Persian 
Government still hesitated; but internal law 
and order were now such as to increase 
their self-confidence, there was an en¬ 
couraging reference by Her Majesty's 
Government to nationalisation in a Parlia¬ 
ment ry answer on November 25, and, 
above all, Mr. Henderson, the United States 
Ambassador, continued unremittingly to 
press them to accept Her Majesty's Govern¬ 
ment's proposal. Eventually, after securing 
rather perfunctory approval from a group 
of “ elder statesmen ” and the rump Majlis, 
they agreed to the issue of the communique 
on Decembers, Mr D. A. H Wright, Her 
Majesty's Charge d'Affaires, thereupon 
reached Tehran on December 21. (His 
conversations with the Persian Government 
had hardly passed the ceremonial stage by 
the end of the year, and nothing more will 
be said of them in this report.) 

15, Meanwhile Her Majesty's Govern¬ 
ment had been considering, with the Anglo* 
Iranian Oil Company and the United Stales 
Government Represented by Mr, Hoover), 
what to do next about oil. The crux of the 
problem was the position of the Anglo- 
I reman Oil Company. Mr, Hoover and the 
United Stales Ambassador at Tehran had 
reached the conclusion that the Persians 
would never again put their oil into the 
hands of that company, however disguised. 
Her Majesty's Government had no reason 
to disagree, but they owed it to the A.LO.C 
(who tended to suspect the United States 
authorities of interested motives) and to 
British opinion to see for themselves, 
through the reports to be sent by Ihe charge 
d'affaires, before deciding to work towards 
the multi-national Consortium advocated by 
Mr, Hoover Mr. Wright's instructions 
(Foreign Office despatch to Tehran No. 2 
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of December 17* 1953) were drafted 
accordingly. 

16. li was fairly clear* however, what the 
tenor of Mr. Wright's reports on this point 
would be; and in order that a consortium 
solution, once decided in principle* should 
not be unduly delayed* the A.I.O.C., with 
the full approval of Her Majesty's Govern¬ 
ment* began on December 14 hypothetical 
and exploratory talks with the other main 
oil companies who might enter the group. 

Other Foreign Relations 

17 The relations of the United Slates 
Ambassador with the Persian Government 
remained extremely close; indeed* he was 
frequently called upon to mediate between 
the Shah and his Prime Minister. The visit 
to Tehran of the Vice-President of the 
United States from December 7 to Decem¬ 
ber 9 was a success. General Zahidi also 
reversed Dr. Musuddiqs policy of squab¬ 
bling with his immediate neighbours, and 
Persia-* relations with Iraq and Turkey 
improved. 

18. Although Communist propaganda 
consistently attacked General Zahidi, he 
maintained as correct relations with the 
(J'S.S.R as possible, though both Govern¬ 
ments had occasion to complain of the 
other's press Perso-Soviei negotiations 
’ for a sctlemcrtl of outstanding differences’ 
were resumed at the end of the year but 
made no progress. 

Economic 

f9, The grant in September of S45 million 
of 11nited States aid to Persia, over and 
above assistance under “ Point IV and 
other programmes, had just averted a 
serious financial crisis. At one lime in Octo¬ 
ber it appeared that the Bank Mclli might 
have to close its doors* but the danger 
passed a*. United States aid and a good har¬ 
vest took effect. T he American aid was 
chielly used, through sates of dollars for 
rials, to balance the ordinary budget: and 


some dollars were used as cover for an addi¬ 
tions) note issue. But at least part of the 
rial equivalent was devoted to a programme 
of public works designed to reduce unem¬ 
ployment. The Shah resumed the distribu¬ 
tion of Ofown lands which Dr. Musaddiq 
had interrupted* and the Government began 
a similar distribution of State lands. 

20. The Government's exchange policy 
was unwelcome to merchants who had 
profited from the iaissei f at re of Dr, 
Musaddiq, since his steady devaluation of 
the rial had stimulated exports and provided 
revenue for the producers of export com¬ 
modities. General Zahidi"s Government re¬ 
valued the rial* in order to encourage pur¬ 
chases of United States aid dollars and thus 
to bring in cash. Despite resistance from 
merchants the Government were able to 
restore the cash holdings of the Bank Melli, 
which ended the year in a stronger position 
than lit any lime since 1951. 

21. On November 8 the French Gov em¬ 
inent granted a credit of 5,000 million francs 
for engineering goods to be supplied to the 
Scvcn-Yefir Flan, A credit of up to $60 mil¬ 
lion was reported to have been offered by a 
group of German business men with pos¬ 
sible further credit up to 520(1 million. Her 
Majesty’s Government were able to offer 
delivery on long-term credit of twenty-four 
locomotives which had been on order to the 
Persian railways in 1951. A decree designed 
to encourage foreign investment was promu- 
laied on December 17. 

22. The Persian economy was thus tided 
over a period of considerable danger* but 
Persia continued to live on charity. It was 
clear that within a few months she would 
face another economic crisis unless she 
secured more United States aid or an oil 
settlement capable of bringing her sub¬ 
stantial revenues. 

Eastern Deport men r, 

Foreign Office,. 

February 26. 1954. 
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EP 1534 49 


No. 16 


THE BEARING OF THE POLITICAL SITUATION IN PERSIA ON THE 

OIL NEGOTIATIONS 

Sir Roger Stevens to Mr. Eden. 1 Received forth 16) 


INo. J6. Confidential) Tehran, 

Sir* March 13, 1954 , 

It is normal for a new incumbent to give 
his first impressions a few weeks after his 
arrival. But circumstances at this post are 
peculiar. The eccentricities of the local 
political scene arc thoroughly familiar. We 
are all new arrivals here* and Mr* Wright 
has already given you, in vivid and cogent 
terms on which I could not improve, his 
first impressions of (he Persian attitude to¬ 
wards ourselves. Since at the moment the 
forthcoming oil discussions occupy not only 
most of Olir thoughts but also the centre 
of the political stage in this country. 1 have 
the honour to devote my maiden despatch 
to a brief analysis of the political situation 
in its bearing on the oil negotiations. 

2. The articulate part of the Persian 
public has* l believe, realised that an oil 
settlement is desirable. They know in their 
minds that it is necessary if the budget is to 
be balanced, the development programme 
resumed, foreign trade and confidence 
re-established, and the country to pursue a 
progressive course rather than (at best) sink 
slowly into stagnation. Nevertheless, in 
their hearts they accept these hard facts 
reluctantly. The blow to their foolish hopes 
has left their nationalism still extremely 
sensitive. E hey wore not as they see it on 
the wrong course, (hey were misled by 
Mussudiq slightly off the right one. After 
aJl they have endured at foreign hands in 
the past, they are entitled now to foreign 
sympathy and help to put them on the right 
course again. Nationalistic principles re¬ 
main sacred—better an oilless economy 
than that these should be sacrificed. If the 
worst comes to the worst, they feel the 
Americans will bail them out yet again to 
stop them falling a prey to communism, 

3. Over this wetter of largely emotional 
but partly cynical reasoning* liable on the 
slightest pretext to break loose from any 
shackles of logic, there presides in assem¬ 
blage of individuals which by no normal 
standards can be called a good Govern 
[ttent. It enjoys no widespread support. It 

drawn Hike most Persian Governments) 


almost exclusively from the top social layer. 

It has no clear cut programme, its personali¬ 
ties have little public appeal, and there are 
mounting reports of corruption. The Shah 
and the Prime Minister are intermittently 
at loggerheads, and the atmosphere is heavy 
with intrigue and mistrust, 

4, But these shortcomings are largely 
endemic in the Persian scene. Against this 
chronic background* the Zahcdi Govern¬ 
ments merits are,* in the view of many 
unprejudiced observers here* more con¬ 
spicuous than its faults. It has shown itself 
level headed (e.g>, in its recent dealings with 
Mussadiq) and not lacking in courage 

in reopening diplomatic relations before an 
oil settlement). Since my arrival, the 
Ministers with whom 1 have had most to 
do have behaved very sensibly in not trying 
to precipitate issues, pump me for informa¬ 
tion or lobby for their own point of view 
in advance. They have engaged in quite a 
skilful campaign to educate public opinion 
on the oil question, but as regards ourselves* 
they have adopted an expectant and non- 
com nut Li I attitude which augurs well for 
their common sense. They realise that both 
their country’s future and iheir own depends 
on .i workable oil settlement* and (hey arc 
prepared to exercise their considerable 
ingenuity to get it ratified by the Majlis 
and accepted by their own public. 

5. The three Ministers principally con¬ 
cerned (other than the Prime Minister* who 
remains, to me ai least* rather a shadowy 
figure) all have useful qualities. The 
Foreign Minister* M, Emeznrn* who will 
hold himself ill reserve, has a straight for¬ 
wardness of manner and a Western 
approach to problems which is remarkable 
m this country, and 1 find that my own 
instincts to trust him and deal quite frankly 
with him are shared by mv diplomatic col¬ 
leagues. The Minister of Finance, Dr 
A mini (who will be chairman of the Persian 
delegation) is more typically Persian in 
appearance and, l suspect, methods* but he 
is intelligent and resourceful, co mma nding 
respect for his financial .skill. The Minister - 
of National Economy, Dr. Shad man. 


P" 


51653 


SECRET 



















30 


SECRET 


appears more of a professor than a poli¬ 
tician and I doubt if he is a forceful per¬ 
sonality or carries much weight: but he has 
spent sixteen years in England, some of 
them as a member of the Persian oil com¬ 
mission. He understands Western ways and 
his obvious fund of goodwill is. I believe, 
genuine. What these Ministers lack from 
the point of view of the negotiations is a 
first-hand knowledge of the oil industry and 
technical qualifications generally. Their 
.iihLsers (not yet announced! may not be 
of the same calibre. 

f>. I would sum up the background of the 
negotiations thus We have to deal with 
a Government which is (by recent Persian 
standards) unusually well disposed, and to 
whose survival a quick agree meat is esse it- 
tial. it understands the oil problem in 
broad terms, and is quite realistic about it, 
but cannot afford an agreement which does 
not look presentable. If, either in the 
course of the negotiations or at the time of 
the conclusion of an agreement, it appears 
to be selling the pass cm any of the subjects 
liable to arouse mass emotions Ithc degree 
of Persian control and compensation are the 
obvious examplesi it may be swept out of 
of Hoe, Any successor would either be more 
difficult to deal with or (more probably) 
would refuse to negotiate altogether. The 
only thing that can be safely assumed about 
a change of Government is, therefore, that 
it would lead to a breakdown of the discus 
sjons. Neither the economic nor the poli¬ 
tical consequences of a breakdown arc 
pleasant to contemplate. 

7. If this analysis is correct, it leads io 
certain conclusions about the conduct of the 
oil discussions, They should not be 
regarded as an ordinary negotiation, m 
which each side takes up positions which 
it docs not hope to hold in order to be able 
to use them for bargaining purposes in the 
final vtages Such tactics, particularly if 
they reach the public car— as they almost 
certainly would—could easily have the 
effect of pushing the Government over the 
abyss 1 do not of course suggest that 
there wdl be no bargaining—part of the 
Persian Government's ingenuity will cer¬ 
tainly be exercised in this characteristic 


direction* But I believe that it will be 
mainly devoted to defending the outposts of 
positions which for political reasons they 
have to hold, rather than those which they 
me realh r prepared to abandon altogether 
l hope that we can match their tactics in 
this respect, more particularly since a long 
haggle takes lime, and time, I need scarcely 
stress, is a most precious commodity. 

8, Again, in many negotiations, it en¬ 
hances the prestige of one of the parties if 
he appears to be driving a hard bargain with 
the other. (Conversely the prestige of the 
other party is diminished if he succeedsj 
] hope that no such considerations will 
operate in this case. The unusual feature of 
this negotiation is that it is necessary not 
merely to pay attention to the views of the 
other party if the agreement is to slick, but 
also to build up the other party's reputation 
if the agreement is to be ratified and 
executed. It will therefore be no ordinary 
trial of wits, 1 should compare it rather 
to a meeting of co-executors of ihe astute 
of an elderly crank as troublesome in death 
as in life He has left an eccentric will to 
which the settlement must outwardly con¬ 
form, but the executors are really engaged 
together iti a conspiracy to interpret the will 
liberally enough to enable the monies lo be 
invested in such a way as to bring maximum 
profit lo all the beneficiaries. It is only at 
certain points that Lheir interests directly 
clash. For the rest, they arc engaged in a 
co-operative venture by the success of which 
all stand to gain. 

9. I believe that this allegory represents 
something not too far removed from the 
spirit in which the Persian Government 
(not* be it said, from altruistic motives) is 
prepared to approach these negotiations. 1 
hope that this spirit will be reciprocated* 
and for the same reasons, at least until the 
contrary is proved. 

10* I am copying this despatch to Her 
Majesty‘a Representative at Washington 
and to the Head of the British Middle East 
Office at Fay id and Beirut, 

I have, &c, 

ROGER STEVENS, 
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CONVERSATION BETWEEN THE SECRETARY Ob STATE AND THE 
PERSIAN AMBASSADOR ON MARCH 17. 1954 

Anglo-Persian Relations 

Mr. Eden to Sir Roger Stevens \ Tehran J 


(No. 53. Secreri Foreim Office, 

Sir, March 17, 1954. 

The Persian Ambassador called upon me 
this afternoon to pity his first call. He is 
.ui old friend who lias had a distinguished 
record of public service as Prime Minister 
and Foreign Secretary, as well as at several 
iui|>ortarU Embassies* When relations 
w ere broken off eighteen months ago and he 
was withdrawn he declined to serve the 
Musaddiq Government. 

Mr. Sohcily was clearly very pleased 
to be back, but he spoke with some concern 
about the progress of the oil discussions. I 
said that i was sorry that it had been 
impossible to get the team out before 
Nav-ruz: the ten days' holiday in Tehran 
would have been invaluable for negotia¬ 
tions, but, unfortunately, one had to admit 
that the negotiations were excessively com¬ 
plicated and the figures concerned very large. 
The Ambassador accepted this and said he 
much hoped that the delay would not be 
long. The Persian Government and people 
were really anxious to settle the oil business 
and place their relations with the West, and 
particularly with Britain, on a lasting basis 
of friendship. 

3. His Excellency then raised a number 
of detailed matters concerning the import 
of rails, export credits and other trade 
matters, pointing out that the Germans 
were very active in trying to secure the 
Persian market. These have been recorded 
separately, 

4. The Ambassador finally referred to 
what he called the wider issues of our policy. 
He said that 1 would know how much his 
Government looked to me to help them 
now that our relations were resumed. The 
Shah had sent for him before he left and 
asked him to approach me on the direct 
question as lo what were our desires for 
Persia's future, 1 said that these were 
simph slated; that Persia should be pros¬ 
perous and independent. His Excellency 
ifien said the Shah had also asked for our 
advice about Persian armed forces I re¬ 
plied that we had been in consultation with 
I he Americans about this, and I thought 
< hat you would be giving the Shah a memo¬ 
randum of our joint views in the course of 
■he next day or two, 

, 5 - Mr. Sohcily said that the Shah would 
e grateful for this* but there were still one 


or two points lie would like lo put to us. 
Although the Americans had been very 
generous to them Persian friendship with 
us hud lasted for centuries* and the Persians 
had special confidence in British advice. 
What were our views as to the policy Persia 
should pursue in respect of defence? and* 
in particular, should she join the Pakistan- 
Turkish pact? As regards the last ques¬ 
tion, 1 said that this was really a matter 
upon which no foreign Power, however 
friendly, could take the responsibility of 
pronouncing for Persia. 1 was perfectly 
conscious that Persia had a powerful nor¬ 
thern neighbour* and the last thing that 1 
would wish to do was to embroil Persia 
with her. T here seemed to me to be two 
issues Persia had to decide, that of principle 
and that of timing. If, in principle. Persia 
thought it wise to associate herself one day 
with the Pakistan-Turkish friendship she 
might also think it wise to wait until she 
was a little stronger internally before doing 
so. The Ambassador said that this was 
exactly what the Shah thought. As to 
defence, there was little I could add to the 
paper we had submitted to the Shah* The 
oil settlement* the needs of Persia’s eco¬ 
nomy, seemed to me to come first. If they 
were met then Persia’s armed forces could 
certainly be developed beyond their present 
capacity and beyond the needs of internal 
security. But even in (hat event we thought 
that they should probably remain modest in 
smc and should be careful not to acquire 
weapons which could not be put to good 
use eilher in defence or in internal security. 
Given the resumption of revenue from oil* 
.i gradual improvement of Persia’s defence 
capabilities should be possible. 

6. The Ambassador thanked me and said 
that if he had further messages from the 
Shah he would trouble me again because 
His Majesty was most anxious that 
cordial relations which were now re-eslab- 
lished should be developed to the advantage 
of bo(h our countries. I (old Mr. Solidly 
I hill I would alw ay s make myself available 
whenever he wished to see me. 

7. I am sending a copy of this despatch 

to Her Majesty's Ambassador at Wash¬ 
ington, I am. &c, 

ANTHONY EDEN. 
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HP 1051/2! No. 18 

\NGL0-PERSIAN RELATIONS 

S/r Roger Srevcm to Mr. Eden. (Received March 23) 

(No, 13, Saving, Secret* Tehran, 

i fdegriiphicj March 19. 1954, 

My private audience with the Shah hist night, given at my request* lasted (or 
75 minutes, Shah welcomed opportunity tor informal exchange and opened his 
heart to me on a number of subjects and at considerable length. 

2. First we spoke of oj] settlement, i explained that London talks were 
Mi!! going on and it was, therefore, impossible as yet to say when the negotiating 
team would actually arrive. Conversations in London were taking rather longer 
than had been hoped but it was well that diflicuhies be sorted cut now rather than 
later. Hitherto, discussions about the formation of a consortium had been 
exclusively between the oil companies. At this stage they were, I believed* also 
being looked at by the United States and United Kingdom Governments, rc, F from 
a political point of view. 1 was sure that in this process Her Majesty's Government 
were bearing in rnind need both for speed mid for meeting Persian basic national 
aspirations. His Imperial Majesty said he was glad to know this and was sure 
that it wa> important. He said he thought management quest ton soluble within 
framework of nationalisation law. According to him law /presumably some 
subsequent regulations not published in Command No. S425> provides for nine 
directors, hut there is no mention of their nationality* Some of them could, 
therefore, be of foreign nationality and this should give members of consortium 
the necessary degree of control. I merely remarked that I did not know what 
sort of proposals about management would emerge from London discussions. 
I thought there were various ways in which objectives of both sides might be 
reconciled, 1 thought that oil companies would attach a great deal of importance 
to ensuring that their control of production was effective. Otherwise marketing 
arrangements to which they were com milled might break down. Shah still 
seemed to be thinking in terms of largely Persian-run company with considerable 
numbers of foreign technicians and proportion of foreign hoard members in 
Con fracture I relationship with an international consortium marketing the oil, I 
indicated merely that companies' proposals were not likely to be on these lines, 
but I deliberately did not take the issue with him too strongly for Fear of producing 
some ill-timed reactions in advance of actual negotiations, 

3. Shah next turned to the question of Persian defence. He referred to 
United States memorandum fmy Saving No. 32) and l took opportunity to confirm 
ih.il wc had been consulted and were in broad agreement lir- lmpedal Majesty 
again harped on comparisons between Persia and Turkey. He could not 
understand why former!ud had been so strongly favoured with American aid. 
Admittedly, Turkey was more stable than Persia and might be considered to have 
better military tradition. He asked me. however* to remember two occasions in 
recent history when Persian people had shown themselves capable of forceful 
action: over Azerbaijan incident in 1946 and again on August 19, 1953. It was 
absurd to pretend that Turkey was in u more important position than Persia. 
Turkey merely protected ihe Eastern Mediterranean which Russia could reach 
by other means, whereas Persia stood between Russia and the main Middle 
Eastern supply route, not to mention oil. Any Turkey-Pakisian pact could have 
no significance without Persia. He was being told now that expenditure on. defence 
of Persia must not outrun the possibilities of Persian economy. Had such 
considerations operated in the case of Turkey, potentially a poorer country - ? Were 
Western Powers in effect saying to Persia : as you have got oil you have to pay 
for vour own defence? What would they have done about the defence of Persia 
if Persia b ,d had no oil'? H: was tempted to believe Ihm they might in these 
circumstances have been readier to help. 

4. I threw in a number of remarks while Shah was pursuing this line of 
reasoning and con eluded by saying that he could not expect ne tu answer a 
purely hypothetical question, One consideration of which he would not los t 
Hfhi was that Turkey was a member of the North Atlantic Treaty Organisation 

I he significance of oil to Persian economy and hence to Persia's defence 
possihiliiie* could certainly not be disregarded. He had had from the United States 
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Ambassador some thoughts in answer to questions put Iasi autumn and these also 
represented the views of Her Majesty's Government. No doubt whole question 
ot Persia s place in a defensive system required lurtber study. The lust three years 
had not, for us at least, been a very propitious time to study it. With an oil 
settlement and emergence of a stable Persian Government I personally hoped 
that the matter could he looked at more closely than hitherto. I must, however* 
make it clear that, while (he Americans could offer future financial help, we were 
in no position to do so. 

5. My reference to stability touched off some constitutional reflections. 
Earlier in the conversation I had said, as proposed in my telegram No. 199, 
paragraph 2* that Her Majesty’s Government had confidence both in His Imperial 
Majesty and Zahedi and looked forward lo their close co-operation. While we 
were talking of oil settlement, Shah had agreed that present Government had a 
good understanding of the oil problem and indeed would prove the last 
Government fin point of timet with whom it would be possible for us to do 
business. Now, however, he qualified somewhat his approval of them by saying 
that* since I spoke of stability, the only stable element in the Persian Government 
was himself. It was apparently inherent in Persian political system that 
Governments came and went; he provided continuiG to a greater extern than 
in an ordinary constitutional monarchy. Nevertheless, he' realised that the 
country would gain by greater stability and for his part he was ready to give his 
maximum support to any Government which fulfilled certain conditions. These 
were: — 

(trJ eliminate corruption; 

(6) 14 behave tike Socialists even if they were not 

(<r) extend land reform V* I have given up my own wealth, ii is now the 
responsibility of others to do the same”); 

id] introduce tax reforms to ensure that the rich paid taxes rather than (as at 

present) the poor; 

ie) not interfere with the army. It was essential that the army remained 

outside politics: to prove this, one only had to look m what happened 
in other Middle Eastern countries where armies corrupted by foreign 
agencies had made and unmade Governments. He did not suggest 
that this would happen in Persia* and he hoped to see to n that it 
did not, 

6, As the hour was. late 1 did not ask His Imperial Majesty how far the 
present Government in his view fid filled these various conditions. If j had, I 
Lino (hid his answer, at least on <tt) find <rt* would have been unfavourable. 


EP 1531/173 No. 39 

CONFIRMATION that NEGOTIATIONS BY HER MAJESTY’S 
GOVERNMENT FOR COMPENSATION ONLY TO HI CARRIED 
OUT IN ACCORDANCE WITH THE ANGLO-AMERICAN 
UNDERSTANDING 


Sir Harold Cocci a to Sir William Fraser. I Received I prii 29) 

(Secret) fonagri Office, 

April 6 * 1954. 

i understand that you wish, in the documents w'hich it is proposed lo exchange 
wjth the other oil companies which are prospective members of the consortium, 
to refer to the fact that Her Majesty's Government will negotiate with the Persian 
Government a settlement of the question of compensation to the Anglo-1 ranian 
m Company* in accordance with the understanding readied between Her 
Majesty's Government and the United States Govemmenl on this subject. 

2. I confirm that this understanding is contained in u document drawn up 
) representatives of the United States Government and of Her MajeshT 
Government and dated the 26th of March, 1954 
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3. in accepting this understanding, the United States Embassy made three 
observations designed to “reiterate the general views which the United States 
Government had previously made known to Her Majesty s Government as 
follows: — 

to) That a solution along the lines of a consortium appeals to be the only 
feasible way of accomplishing United Slates and United Kingdom 
security objectives in Iran at this time, 
to) While the United States Government is cognisant of the desire of 
Her Majesty's Government to obtain just and rcasenable compensation 
for A,1.0,r from Iran* it believes that every possible effort must be 
made to obtain a rapid, sound and durable solution* 
to) The United States Government believes a ecimmercidh acceptable 
arrangement on a 50 50 basis is oi paramount importance in 
minimising nationalisation elsewhere and will have fully as great an 
effect on other countries, if not much greater, than would compensation 
of the type contemplated by Her Majesty's Government." 

4 With regard to to) above, the represent!*!ives of Her Majesty s Government 
said that thee did not share the United States view that an arrangement on a 
50- 50 basis would have as great, if not greater an cfleel m minimising 
nationalisation elsewhere as would compensation : on the contrary they considered 
both to be equally important. 

5. In suite of the exchange of observations (mentioned in paragraphs and 
4 above!' the understanding remains that described in the document ol the 2b[h of 


March. 


HAROLD C AC Cl A 
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IRAN 


Memorandum of Understanding on "" Basis fur the Settlement with 

Anglo-Iranian H following Discussions between Representatives 
of the following interests: 


Gulf Oil 

Texas. 

California Standard. 

Jersey Standard. 

|.-~toi The interests concerned (hereafter 
collectively called “ the Consortium **) will 
endeavour to make an arrangement (here¬ 
after called " the New Agreement 1 with 
the Government of Iran which would be 
acceptable to each of those interests and 
which would enable Iranian oil to flow 
again into the world's markets on a com¬ 
mercial basis. 

toi ii is. understood that Her Majestys 
Government will endeavour to come to a 
settlement (hereafter called ,u the Settle¬ 
ment "l with the Government of Iran in 
respect of the claims and counter-claims of 
the Anglo-1 rani an and t he Government of 

Iran* r 

to) In the course of the negotiations for 
the New Agreement and the Settlement, 


Soconv Vacuum. 

C.F.P,' 

Royal Dutch Shell 

Anglo-1 rani an. 

ihc following releases and indemnities will 
be sought.— 

m by the Government of Iran in favour 
of the Anglo-Iranian 

(A) a release by that Government from 
all claims and demands of that 
Government in respect of any matter 
prior to the effective date of the New 
Agreement, 

(151 an indemnity by that Government in 
respect of any claims and demands 
that may be made against the Anglo- 
Iranian by third parties arising out 
of the oil operations in Iran of th£ 
AngUvlranian prior to the events of! 
1951, and 
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(C) an indemnity by that Government in 
respect of any claims and demands 
arising directly or indirectly from the 
events of 1951 that may be made 
against the Anglo Iranian by third 
parlies, 

_ Hi) by the Anglo-1 rani air in favour of the 
Government of Iran a release by the Anglo- 
Iranian from any claims and demands of 
(he /UigloIranian in respect of any matter 
prior to the effective date of the New 
Agreement, 

lift) by the Government of Iran in favour 
ol each of the Members of the Consortium 
and such of their affiliates as will enter into 
I he New Agreement, 

(At a release by that Government from 
all claims and demands of that 
Government hi respect of any matter 
prior to the effective date of the New 
Agreement, 

IB) an indemnity by that Government in 
respect of any claims and demands 
that may be made against any Mem¬ 
ber of the Consortium land their 
above-mentioned affiliatesi by third 
parties arising out of the off opera¬ 
tions in Iran of the Anghi-toaiiian 
prior to the events of J95L and 

(CJ an indemnity by that Government in 
respect of any claims and demands 
arising directly or indirectly from Lhe 
events of 1951 that may be made 
against any Member of the Con¬ 
sortium land their above-mentioned 
affiliates) by third parties, 

W) It is the intention that, tn so far as the 
foregoing releases and indemnities affect the 
Anglo-1 ranian, they shall he included in the 
^‘ttlemenl and* in so far as they affect the 
Consortium, they shall be included in the 
Agreement. Her Majesty’s Govern¬ 
ment will, therefore, negotiate those 
effecting the Anglo-lranian with the 
Government of Iran and leave all others to be 
foliated by the ( onsorlium. If, however, 
JJ appears to Her Majesty’s Government 
during the course of negotiations that it 
^oufd he appropriate and desirable thaL 
! h e> negotiate the other releases and 
Indemnities they will* if so requested by the 
Consortium, be prepared to negotiate these 
filters on behalf of the Consortium for 
delusion in the New Agreement. 

ff the New Agreement iF"made by the 
onsortium with the Government of Iran 
,!rt d iuch legislative and executive actions 
'* rc taken in Iran as will give the New 
foment the force and effect of law, and 


if the Settlement is come to between Her 
Majesty 's Government and the Government 
of Iran and if the releases and indemnities 
hereinbefore mentioned are obtained then 
it is the intention that: — 

to)—(i) the Anglolrauian will give up 
all of its rights, titles and interests in Iran 
in a manner and form satisfactory to it and 
the other Members of the Consortium, 

(iff each Member of the Consortium 
(including the Member of ihe Consortium 
which represents Anglo-lranianl will pay lo 
the Anglo- Iranian, and the Anglo-Iraman 
will accept, the following: — 

(At Payments totalling £54G,0fX) for each 
1 per cent, participation of that 
Member (the initial participation of 
each Member will be as set out in 
sub-paragraph 2 to) belowl in the 
Consortium, to be made as follows 
and not otherwise, by instalments: — 

f 180,000 down payment when and 
if operations in Iran begin 
under effective manage¬ 
ment by or on behalf of 
the Consortium; 

£180,000 at the end of the first six 
months of such operations 
or when such operations 
have resulted in a total of 
5 million tons of crude and 
products owned or sold by 
the Members of the Con¬ 
sortium being exported 
from Iran, whichever event 
occurs later; and 

£180,000 at the end of the first 
twelve months of such 
operations or when such 
operations have resulted in 
a total of 10 million ions of 
crude and products owned 
or sold h> the Members of 
the Consortium being ex¬ 
ported from Iran, which¬ 
ever event occurs later* 

(Bl HI Payments totalling 58.500.000 for 
each of 1 per cent, participation of 
that Member in the Consortium due 
and payable in sterling at the rate 
of 10 cents LLS. per harrel (of 42 
U.S. gallons at 60" F.) on all crude 
oil and products owned or sold by 
that Member when and if exported 
from Iran, to be made by instalments 
within 30 days after the end of each 
quarter in respect of the crude oil 
and products exported during that 
quarter* 
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1 11> For the purpose oi such payments 
the LS.S. Dollars shall he converted 
into sterling at the average of the 
daily dosing selling rates on the Lon¬ 
don market for L1.S. dollar cable 
transfers, taken over the quarter in 
question; hut if, and for so long as, 
there is a fixed official parity in 
London as between U.S. Dollars and 
sterling and the aforesaid market 
rate does not vary from such parity 
either way by more than 2 cents 
U.S., then such official rate shall be 
used in place of the market rate, 

(6) If a Member transfers, hy assignment 
or otherwise, the whole or part of its interest 
in the Consortium, the obligation of that 
Member to make the payments as set out in 
sub-paragnsphs (A) and <8i above shall, 
unless otherwise agreed, continue unaltered. 
For the sole purpose of computing the 
amounts of these payments crude oil and 
products owned or sold by any successor of 
any original Member of the Consortium and 
exported from Iran shall be computed as if 
owned or sold by such original Member 
and exported, without, however, any effect 
upon such successor’s right to have complete 
And unhampered control nf the disposition 
by sale, exchange or otherwise, of such 
crude oil or products. If a Member or suc¬ 
cessor transfers (he whole or part of its 
interest in the Consortium to another Mem¬ 
ber of the Consortium, the transferor shall, 
to the extent of the interest transferred, be 
relieved of its obligation to make the pay¬ 
ments as set out in sub-paragraphs (A> and 
(Bi above 

(rl The initial participation of the Mem¬ 
bers of the Consortium will be as follows: - 

Per cent. 


Anglo-1 raniun ... ... 40 

Royal Dutch Shell ... ... 14 

California Standard ... 8 

Gulf Oil . 

jersey Standard .. 8 

Socony Vacuum ... ... 8 

Texas ... 8 

C.F.P.- ... 6 


100 

t(h The Members of the Consortium will 
not assume any responsibility for, or take 
any rights, titles or interests in Iran subject 
to, any obligations or liabilities of or claims 
against the Anglo-Iranian* of any nature 
except that the Members of the Consortium 


will, as from the effective dale of the New 
Agreement, severally assume responsibility 
for their share, according to their participa¬ 
tion in the New Agreement, of any claims 
which may be made against the Anglo- 
Iranian by or on behalf of its former Iranian 
employees, except any of such claims 
covered by the indemnities set out in sub- 
paragraphs J (fj (i) IB) and tO above to be 
given by the Government of Iran to the 
Anglo-Irsnian. To the extent that the said 
indemnities affect the responsibility sever¬ 
alty assumed as above, they are to be 
satisfactory to each of the Members of the 
Consortium as well as to Anglo-Irsnian. 

tr) In so far as Provident and Pension 
Funds set up by the Anglo-1 ranian arc 
applicable to the former Iranian employees 
of that company, the Anglo-Iranian, to the 
extent to which it locally can so do, will 
procure the Trustees thereof 'o discharge 
ihe liabilities of such Funds in favour of the 
Iranian beneficiaries thereof in the manner 
provided for by the Trusts of these Funds; 
and 

(ft For the purpose of this Memorandum 
nfl refined in Iran and supplied as bunkers 
shall be deemed to have been exported. 

.. Gulf Oil, 

.*,, Texas. 

. California Standard, 

.. Jersey Standard, 

Sooony Vacuum. 

......... CFP. 

^ 0 y a | Dutch Shell. 

.. Anglo-1 ranian. 

9tii April, i954. 


Aide- memoir r 

There appear to be some considerations 
which would make it desirable for the five 
American Oil Companies which have been 
participating in the negotiations regarding 
the Consortium, to reserve the freedom to 
transfer some part of their total participa¬ 
tion (aggregating 40 per cent.) to such 
American Oil Companies as arc mentioned 
below provided that no objection is taken to 
them by Her Majesty's Government or the 
Government of Iran, This freedom should 
exist for a period of six months from the 
effective date of an Agreement between the 
Consortium and the Government of Iran. 
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Within such period of time and if the 
conditions slated below are met, each of the 
live American Oil Companies would be free 
to transfer up to 1 per cent, participation, 
making a total of up to 5 per cent.* to other 
established American Oil Companies of 
sufficient responsibility to undertake the 
financial obligations of their participation 
or to an American Company formed by 
such other Companies, There would be 
required as conditions of any such transfer 
of participation lhat 

d) It would be acquired on the same 
terms and conditions on which that 
part of the participation was 
acquired by the five American Oil 
Companies; and 

tib the transferee would assume, in 
respect of that part of the participa¬ 
tion thus transferred, all of the obli¬ 
gations of Consortium Members, in¬ 
cluding the obligation to make 
payments to the Anglo-Iranian; and 
fin) if there is a default of 30 days in 
making those payments to the Anglo- 
Iranian, (he participation of Ihe 
defaulting transferee shall revert to 
the transferor at the option of the 
latter; and 

fiv) ii there were more than one trans¬ 
feree they would agree to designate 
one common agent to cast a single 
vote as to all matters relating to the 
Consortium, provided* however* that 
when petroleum or products have 
been offiaken from Iran all such 
transferees independently of each 
other should have (he free and un¬ 
hampered right to dispose of such 
petroleum or products in their 
capacity ns individual Companies 
and without any rest mint due to the 
joint representation of the Group in 
Consortium matters by the desig¬ 
nated Member, 

Notwithstanding the condition stated in 
( id above, it h not intended that am such 
transfer would, unless otherwise agreed by 
Hie Anglo Iranian, relieve the transferor 
ironi any obligation lo make payments to 
’he Anglo-Iranian except to the extent that 
these payments are made by the transferee. 

The Consortium Members intend that 
mere will he no disposal, other than as set 
u J't above, of am participation for a period 
lt ’ five years after the effective date of an 
^reemcnl between the Consortium and the 


Government of Iran, except to a subsidiary 
or affiliated company. 


9th April 1954 


Gulf OH* 

Texas. 

California Standard. 
Jersey Standard* 
Socony Vacuum, 
C.F.P 

Royu| Dutch Shell. 
Anglo-1 rani an. 


Memorandum Exchanged between the Oil 
Companies dated iprii 9, f954 
With reference to paragraph 2 {a) (ii) (B) 
(1) of the Memorandum of Understanding 
initialled today between the Representa¬ 
tives of the following interests—Anglo- 
Iraniun, Gulf Oil, Texas. California 
Standard. Jersey Standard, Soeony Vacuum, 
C.F.P. and Royal Dutch Shell it is the 
intention that if— 

(I) the New Agreement between the Con¬ 
sortium and the Government of Iran 
permits the latter a royalty in kind 
as oil: and 

(?l any of such oil is exported (including 
bunker supplies! other than through 
the Consortium; and 
13) the oil so exported is accounted for 
in the “ 50-50" arrangement with 
Iran on a basis that will give the 
Members of the Consortium at least 
the same financial benefit within the 
“ 50-50” arrangement as though 
they had themselves exported that 
oil 

then, (but only then) each Member of the 
Consortium wilt pay Anglo-1 ranian the 
JO cents ITS. per barrel on that Member's 
share of that oil in accordance with the 
above-mentiofted paragraph and such pay¬ 
ments will be credited to that Member 
against the amounts of SB,500,000 referred 
to in that paragraph, It is understood (hat 
for this purpose a Member's share is the 
same proportion of the Government oil so 
exported during a quarter as the quantity 
of crude oil taken by that Member (whether 
for export as crude oil or for refining in 
Iran) during (hat quarter bears to the total 
quantity of crude oil so taken by all Mem¬ 
bers during that quarter, 
l should be glad if you would confirm 
your agreement to the foregoing expression 
of intention. 
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EP 1018/2 No. 21 

PERSIA; QUARTERLY REPORT 
Period January March 1954 

Sir Roger Stevens to Me. Eden. \Received April Lh 


(No. 27. Confidential) Tehran , 

Sir, April 9> 1954 f 

I have the honour to submit my political 
report for the first quarter of 1954, De¬ 
tailed events arc chronicled in fortnightly 
summaries and other reports from this post. 

1 shall therefore try to coniine my quarterly 
reports to general impressions. 

Internal Affairs 

2. The most striking impression of the 
past three months is the comparative 
stability of [he Government, in spite of the 
handicaps, some of them traditional* which 
they face. They have not gained in popu¬ 
larity: the Shah still dislikes and distrusts 
his Prime Minister; there have been in¬ 
creasing com plaints against the high cost 
of living; United Slates aid, on which the 
country's finances and to a lesser degree its 
economy depend, is tailing off; and little 
visible progress has been made towards an 
oil settlement. Against all this, the Govern¬ 
ment have three advantages. The Shah 
appears to be genuinely anxious for an oil 
settlement and is unlikely to make General 
Zahcdi's position untenable so long as the 
latter shows signs of reaching one; the 
security forces remain loyal; and there is at 
present no effective opposition, 

3. On the whole the Government have 
handled affairs with firmness and some skill 
in the past three months. The idea of an 
international oil consortium was well 
received by the public, which hud been pre¬ 
pared for it by the Government. The subse¬ 
quent visit of a survey party to Abadan and 
the oil fields was agreed to without hesita¬ 
tion by the Government, and took place 
without incident. When, in March, press 
criticism of the British and, by implication, 
of the Persian Government themselves got 
out of hand over the issue of compensation 
for future Anslo-iranian Oil Company 
profits, the Government effectively restored 
cal m. T he M ajl i s a nd Sen ate elections we re 
virtually completed during the quarter with¬ 
out serious disorder, and both Houses 
formally assembled just before the Persian 
New Year uhe 21st of March). In some 
cases, however, the Government seem to 
have handled the customary rigging of the 
elections with unnecessary clumsiness. 


4. In the security field the Govern meat 
did well in spite of the vacillations of the 
Shaft. They openly took issue with 
Kush.mi. of whom little is being heard at 
present; they found and arrested Dr. 
Fatima; they persevered against the Tudeh 
Party, which lav low ; so, apart from one 
outburst, did Navab Safavi of the Fidayan- 
i- Islam I the assassins of General Razmara); 
the hearing of Dr, Musaddiq's appeal was 
constantly postponed without attracting 
much comment, though it seemed likely at 
the end of the quarter that it would shortly 
be heard; only Dr. Baq’ai of the Toilers' 
Par! > was allowed rope. 

Economic 

5. Economically and financially, the 
Government continued to do what they 
could to bring order into the chaos which 
they inherited last August, United States 
aid funds were beginning to run low. but 
an additional grant of $6 million curried the 
Government over their New Year commit¬ 
ments and should tide them over for a 
month or two more. The economy is 
hovering uncertainly between the effects of 
Dr Musaddiq’s improvident policies and 
the prospects of a large foreign exchange 
income from oil. But there are sufficient 
stocks of most basic commodities to prevent 
any serious developments. 

Foreign Affairs Oil 

6. In foreign affairs, negotiations with the 
Soviet Union on frontier and financial 
claims dragged on. There were strong 
rumours in March that prospects of a 
favourable settlement on the financial 
claims were good, but Moscow propaganda 
continued to make it clear that the present 
Government does not meet with Soviet 
approval. The Turco-Pakistani agreement 
led official spokesmen and the press to 
reiterate Persia's neutrality. No one 
seriously suggested that Persia should ad¬ 
here to the agreement though [he Shah still 
dreams of her playing a major strategic role 
In the Middle Fast. The Government and 
the press continued to show sensittviiv 
towards British pretensions in Bahrain arid 
Kuwait and took issue with Afghanistan 
over the River Htrmand project, 
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7. j he oil question and Anglo-Persian 
relations naturally occupied the centre of 
I he stage, i here were frequent stories of 
Anglo-American dissension to which even 
the Government listened at times. In fair¬ 
ness, however, there h no evidence of the 
Governments having tried to play one off 
against I he other. In general they adopted 
a correct and even friendly attitude towards 
us, and the Shah, after an initial reserve, was 
<tlso fairly forthcoming. The Government 
made genuine efforts to educate public 
opinion on the facts of oil with some suc¬ 
cess in that few people seriously maintain 
any longer in public that Persia can market 
her oil or produce it, without some foreign 
assistance. Nevertheless, the press and 
public opinion reacted strongly to any 
threat, real or imagined, to 11 national 
aspirations." The Government and the 
Shah repeatedly emphasised that they would 
never permit an oil agreement which did nni 
Tike these Into account and thus gave fair 
warning (hat the question of foreign 
management is, with compensation, going 
to be lire most delicate problem in the 
imminent oil negotiations. 

8 , The Government made no positive 
>roposid$ for a settlement of the oil dispute 
'their suggestions for using the Inter national 
Bank ns an intermediary were not pursued 
(hough this may be heard of again when 
negotiations begin) and seemed content to 
leave it to us and the Americans to lake the 
initiative. By the end of the quarter* how¬ 
ever, they, and even more so the public, 
were beginning to show signs of uneasiness 
J t the continued delay in starting nego¬ 
tiations, 

9, The task of reaching am oil agreement 
‘'flU not be made any easier by the inaugura- 
tion of Parliament. which is expected to 


start serious business in mid-April. Few 
avowed supporters of the National Front 
succeeded in passing the scrutiny of the 
electoral commissions, and the credentials 
of some who did are being questioned. Yet 
the Government are unlikely to find the 
Majlis any more pliable than their predeecs- 
sors. Already there is talk of an opposition 
group forming. There will be a temptation 
tor every politician to out-do his rivals in 
defending Persia from foreign exploitation, 
and the relative liberty of the Majlis pro¬ 
ceedings wit! provide openings for malcon¬ 
tent* and extremists outside as well as inside 
die Chamber, Should the Government lose 
iheir grip, the Majlis could turn against 
them overnight: and then they could expect 
little support from the Shah. 

J' 1 . Iii short, the past three months have 
shown that the present Persian Government 
are straightforward, sensible and stable, that 
■ s by local standards. They are realists 
enough to know that any oil agreement 
reached is bound to be attacked by the ex¬ 
tremists, and arc prepared to face this risk, 

^ el their stability has no solid foundation, 
and they cannot afford to negotiate a really 
unpopular oil agree men I, however much 
practical commercial considerations might 
demand it, Whether or not an agreement 
is reached will therefore depend mainly on 
the extent to which the off companies 
forming I he consortium are prepared to 
reconcile (heir commercial requirements 
with Persian determination to control their 
nationalised oat industry, 

I I. } am sending copies of this despatch 
to Her Majesty’s Ambassador at Washing¬ 
ton and to the British Middle East Office 
at Fayid and Beirut. 

I have. Ac, 

ROGER STEVENS, 


HP 1015 /24 No. 22 

NOTIFICATION TO THE Sll Vjt BY THE SENATE AM) MAJLIS 
OF THEIR FL LL CONST ITUTION 

Sir Roger Stevens to Mr. Eden , i Received May 

lNo. 32. ConfidentiaEl Tehran 

Sr ' i , , April 27. 1954. 

have the honour to rcporl l hul Iht Senate and the Majlis formally notified 
the Shah Inst week that they were fully constituted (although the elections have still 
to be completed) ami the Prime Minister, as tradition requires, tendered his 
resignation. The Shah immediately called upon him to form another Government, 

2. The few changes in the new Government are technical. A list of its 
members h enclosed for convenience of reference. General Far/mica an and 
Mr. Ja fan arc confirmed in their appointments is Ministers of Propaganda md 
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Education respectively; and General Jahanbani, the acting Minister oJ the Interior* 
becomes Minister without portfolio* General Zahedi himself taking over that 
Ministry. <U is said that General Jahanbani did not relish his task there now 
that the Majlis are functioning.} 

3, Subsequently, the Prime Minister presented his Governments program me 
to the Majlis and the Senate. A translation of the programmed 1 ) which consists of 
generalities* is also enclosed. In his address to the Majlis, the Prime Minister 
referred to the disorder and the difficulties which he had inherited last August and 
concluded in the following terms: — 

41 No reforms can be undertaken until we have surmounted our poverty. 

We are engaged in oil negotiations which will duly he reported to both 

Houses. By the will of God and with the guidance of Parliament, we shall 

solve this momentous problem in the interests of the nation. 

4, Some disappointment is being expressed at the lack of Government 
changes. Criticism of Government corruption (and particularly of General Zahedi 
himself) has been increasing* and there had been forecasts of a possible re-shuffle. 
Nevertheless. General Zahedi is probably wise to leave things as they are, at 
present. 

5, No coherent opposition has yet developed In the Majlis, A number of 
deputies have issued statements on the oi6 question* all emphasising that any 
agreement must conform to the Nationalisation Law; and one has delivered an 
oration in the House criticising Government policy, But ihs great majority are 
still occupied in jockeying for position. 

6, 1 am sending copies of this despatch to Her Majesty's Ambassador at 
Washington and to the British Middle East Office at Fay id and Beirut. 

I have* &c. 

ROGER STEVENS, 


PERSIAN GOVERNMENT! 

CABINET LIST 

(In order of precedence. Figures in brackets give number of years since each 
Minister first held a portfolio.) 

J952 Personality 

No, !9i$ H E. General Fuzpllah Zahedi—Prime Minister and Minister of the 
Interior. 

No. 152 H E, Abdullah Entczain—Minister for Foreign Amurs. 

No 174 HE Dr. Jannshatt Saleh H3)—Minister of Health. 

No 3 H E Ahmad Husain Adi (I2> -Minister of Agriculture. 

HE. Dr Fakhreddin Shad man fSJ— Minister ol National Economy. 

No. 10 H.E. Dr. All Amini (3)—Minister of Finance. 

No. 67 H E, Major-General Abdullali Hedaynt S3)—Minister of National 
Defence. 

H.E, Jamal Akhavi Hi—Minister of Justice, 

1 LE jM iis'ud Maleki Hi —Minister of Labour. 

H.E, Amir Husain Zafar llkhan Bakhtiar 111— Minister without 
portfolio. 

No. 59 H E. Major-General Abbas Gar/iin—Minister of Roads and 
Comm unica lions. 

H.E. Brig-General Abbas Farzsmcgan— Minister of Posts and 
Telegraphs and Head of Department of Propaganda and Publications. 

H.E, Reza ia'fari—Minister of Education. 

H.E, Brig,-General Mufu turned Husain Jahitnbam—Minister without 
portfolio. 


H.E Musa Sanibandi- Under-Secretary in the Prime Minister's Office, 
H E, Ghulain Reza Fuladvand—Political and Parliamentary Under¬ 
secretary to the Prime Minister, 
l 1 } Nci printed. 
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P 1013/120 No, 23 

SETTLEMENT OF ANGLO PERS1AN OIL DISPUTE 

(No, 112, Intel) *■ Foreign Office, 

My Intel No, 59, May 2/, 1954. 

Discussions between the eight oil Companies concerned were held in London 
from March 9 until April 9. It was agreed provisionally that; — 

itf) The oiher Companies acquiring shares in the new enterprise should 
between them make to the A.l.O.C. payments equivalent to 132 million 
down and £1&2 million over a period of 20 years, 

ih) Royal Dutch Shell should dike 14 and the Compagnie Fran^aise des 
Pei roles six of the remaining 20 per cent, of the shares in the 
Consortium (see paragraph 6 of my Intel under reference). 

(r) A.l.O.C, were left free to claim from the Persian Government compensation 
for loss and damage up to the date of any Agreement reached by the 
Consortium with the Persian Government. 

2. The assumption underlying this agreement was that the Consortium 
would be able to make a satisfactory settlement with lhe Persian Government. In 
such event A.l O CYs claim for loss of future profits under the 1933 concession 
would be eliminated, because I lie Company would be retaining a 40 per cent, 
interest in future operations and be paid by the other Companies for the 60 per 
cent, inlcrest which, they were taking over. Similarly, there would be no claim 
against the Persian Government lor the major physical assets such as the Abadan 
Refinery, since the Consortium would operate these; but A.l.O.C *s claim under 
paragraph 1 (r) above would include the value of facilities for the production and. 
sale of oil on the Persian internal market* which the Persians and not the 
Consortium are likely to operate in future, 

3. Her Majesty's Ambassador and the United States Ambassador at Tehran 
made identic communications to the Persian Government on April 9* explaining 
that a Consortium had been provisionally formed and was ready io send a 
negotiating delegation to Tehran. They suggested that while the delegation, which 
would include no officials* would negotiate about ihe future operation of the 
Persian oil industry, there should be parallel negotiations conducted by Her 
Majesty’s Ambassador on compensation for A.l.O.C, for past losses and damage 
and on the Payments Agreement between the United Kingdom and Persia which 
would be necessary if an oil settlement were reached and the Consortium paid 
Persia in sterling. The Persian Government at once invited the delegation to 
Tehran, where it arrived on April 11; and the negotiating procedure suggested by 
Her Majesty's Ambassador and the United States Ambassador was adopted. 

4. The subsequent course of affairs has been much as was expected. The 
Persians began by objecting to almost every feature of the proposals put to them; 
but after six week's negotiation definite progress lias been made on several 
important questions and the two sides are closer together. The Consortium 
delegation is now returning tp London for consultation with their Principals, 

5. The central problem has been whether the Persians could bring themselves 
to give the Consortium effective control over oil operations in Persia extraction 
and re lining, as distinct from marketing). They have now made proposals which, 
although far from ideal, may perhaps prove acceptable as a basis for further 
negotiation, They have also agreed in principle to a 50-50 division of profit* 
although the precise method of securing this result may stiH require negotiation. 
They are still bargaining fiercely on certain commercial aspects of a settlement* 
such as a guaranteed product ion-rate, but they are unlikely to make these breaking- 
Points* if the major questions are sen led.’ The nationality of the operating 
companies is also an unresolved issue of importance. 

6. The negotiations conducted by Her Majesty's Ambassador on 
compensation for A.l.O.C. have inevitably made no marked progress. The 
Persians have tabled vast and imaginative counter-claims, and have suggested a 
mutual waiver. They are probably reconciled, however, to making some net 
Payment to A.l.O.C., spread over a number of years* although they will no doubt 
ar gue for as long as they possibly can. 
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7. The negotiations for it Payment Agreement between the United Kingdom 
anti Persia, also conducted by Her Majesty^ Ambassador, have made satisfactory 
p roe ress. T he Pcr.s Jans ha ve ag reed that the Co nsort i u m sh ou Id m ake its pay men is 
to the Persian Government in sterling, and agreement on the extent to which this 
sterling may be converted into dollars is in sight. Final details are unlikely to be 
settled until the main Agreement between the Consortium and the Persians is 
imminent. 

8. The figures in paragraph I ta) above should be treated as strictly 
confidential until they are announced by the oil Companies concerned. 
Paragraph 7 above is similarly for your own information only at this stage. The 
rest may be used at discretion "but, in general, we wish to discourage speculation. 


EP 1018/3 No. 24 

PERSIA: QUARTERLY REPORT 
Period April June 1954 

Sir Roger Stevens iu Mr. Eden. {Received July !:) 


(No, 53. Confidential! Tehran, 

Sir, July 8, /9J4. 

I have the honour to submit my political 
report for the second quarter of 1954. 

internal Affairs 

The absence of an oil agreement, growing 
tum nirs of corruption, and the high cost of 
living increased the Government’s unpopu¬ 
larity, although the relative calm maintained 
by the Security Forces is probably appre¬ 
ciated by many more Persians than would 
he willing to admit it opposition dements 
were not allowed much scope, The Tudeh 
continued to lie low. Although potentially 
they remain the most dangerous dement in 
Persia, there was much talk, probably well 
founded, of despondency and dissension in 
their ranks, and no evidence to show that 
iheir efforts to create a “ pd-pular front 
were meeting with much success, There 
was little excitement when the Courl of 
Appeal finally confirmed Musaddiq’s 
sentence of three years" detention. The 
case is now scheduled to go to the Supreme 
Court, but there is also talk of parliamentary 
impeachment. Kashani spent Ramazam in 
Meshed, and for the most part sulked in his 
r .nr Faterrn spent his time between prison 
and hospital. Makki got no publicity. 

1 Parliament also gave the Government 
relatively little trouble. Serious opposition 
was limited and somewhat incoherent; 
though a small group of extremist Deputies 
wits becoming increasingly vocal by the end 
of June. Elections were virtually com¬ 
pleted during the quarter, except in a few 
constituencies such as Kerman where BaqaT 
was arrested in June: and very soon re¬ 
leased after a face-saving statement by the 


Prime Minister alleging that the arrest had 
taken place without his knowledge and 
consent. 

3. The most serious threat to the Govern¬ 
ment came not from the Opposition, but 
from the Shah. At a time when they most 
needed his support he was vacillating and 
intriguing. He was probably largely 
responsible for the release of BaqaT and of 
Shuyegan and other Musaddiq supporters 
who had been in gaol since East August. He 
certainly flirted with Opposition dements 
in the Majlis and toyed with Lhe idea of 
replacing Zuhedi to the extent *4 pulling I 
ihc idea to the United States Ambassador 
and myself, Em for stiffening from us and 
other quarters, who represented to the Shah 
the folly of changing Governments in the 
middle of the oil negotiations,. Zuhedi might 
have fallen, 

4. By the end of June, however, the 
Government had regained some ground. 
The Shah appeared to be behind them once 
again. Hopes of an oil settlement were 
rising, though widespread uneasiness per- 
shied, and Parliament was still behaving 
reasonably well. 1 ypiatlly, however, u 
number of extremist speeches if! Parliament 
were attributed to the influence of His 
Imperial Majesty, who keeps in with the 
Nationalist Opposition as a form of 
reinsurance, 

3. The Government made mistakes, being 
unduly heavy-handed in their control of the 
press, which led to sharp protests towards 
(he end of June; and over-eager, pcrhapSf 
to suppress any outward signs of unrest* 
which were few and far between. Corrupt 
don there undoubtedly was, though charge 
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levelled against members of the Govern¬ 
ment then isdves were probably exaggerated, 
if not actually devoid of foundation. On 
the whole, however, they again handled their 
increasingly difficult task with .skill. 

Economic 

t>. l he Government reduced the currency 
circulation and made some attempt, with¬ 
out success, to check mil a l ion, The cost of 
living, and grumbling about it, continued to 
rise. T he budget presented after the Persian 
New Year allowed for a large deficit on lhe 
principle (as the Minister of Finance 
admitted! that something must again turn 
up, either further United States aid or 
advances against future oil revenues. Al¬ 
though Persia, while her oil revenues remain 
minimal, must be a permanent debtor with 
the outside world, her balance of payments 
position at the end of the Persian year 
i March! showed paradoxically a credit 
balance; this was, however, due t > injections 
of United States dollars intended, as an 
anti-inflationary measure, for the purchase 
of consumer goods from abroad but which, 
for i j variety of reasons, importers had 
refused to take up at the time the balance 
was struck (Persia lias since reverted to her 
normal dependent position). Recently a 
few large orders for capital equipment (on 
generous credit terms) were placed, mainly 
in the United Kingdom (’rails, tractors, &c.j. 
There was another small grant of United 
States aid. The harvest, the most important 
element in Persian economy, seems to have 
been good. 

7, Supor of Italy and Idemitsu of Japan 
showed as much interest as ever in obtaining 
Persian oil, and there was a considerable 
number of shipments during the quarter. 
The Italian and lupancsc Governments 
showed increasing reluctance to make 
difficulties for these companies. On the 
other hand, the Persian Government showed 
ft marked reluctance to enter into new 
commitments with independent would-be 
purchasers. In fact, they appeared dis¬ 
turbed by the extent of the National 
Iranian Oil Company's existing commit¬ 
ments, though there is reason to suppose 
that these may not be binding, This 
reluctance may have affected the trade talks 
with Japan, which have been suspended for 
two months. 

UH and other Foreign Affairs 

8, Oil negotiations began in mid-April 
with the long-awaited arrival of the Con¬ 
sortium negotiators and their team of 
British, American and Dutch advisers and 


a French observer, The negotiations had 
been resumed by the end of the quarter 
alter a four-week adjournment while the 
Consortium team consulted their Principals 
in London. Slow hut steady progress has 
been made in spile of the limitations im¬ 
posed on Persian flexibility by past history 
and propaganda. There is no doubt that 
the Shah and the Zahedi Government are 
anxious lo reach a speedy settlement and 
(here is much optimism in official circles. 
In June the Government embarked on a 
useful propaganda campaign to prepare 
public opinion of which they are rightly 
nervous. 1 he main points still at issue 
were fti) the formula under which the 
Consortium companies will operate in 
Persia; <M the duration of the agreement; 
Erl volume ol production and (d) compensa¬ 
tion for the Anglo-Iranian Gil Company. 

9. Agreement has virtually been reached 
with the Persians on the parallel issue of 
sterling payments, but opposition to its 
terms are at present being encountered in 
Washington, 

10. By the end of June there were 
reasons for believing that, in return for 
Persia's abandoning her claim to I iruzeh, 
lhe Soviet Government would be prepared 
Eo make a number of minor territorial 
‘ concessions," offering fairly favourable 
terms in the financial dispute as an added 
incentive. The Persian Government 
v.emed to favour a settlement on this basis, 
but a substantial group in the Parliament 
was resisting the abandonment of the claim 
to Firuzeh. ft remains to be seen whether 
the Persians, or the Russians when it comes 
to lhe point, will he willing to take the 
plunge, 

11. The Government submitted a revised 
version of the Bill which had been sub¬ 
mitted in 1949 or 1953 to the Majlis laying 
claim In the Continental Shelf in the Persian 
Gulf. The visit to Persia of Sheikh Jaber 
from Kuwait gave rise to reports that Persia 
proposed to establish direct relations with 
Kuwait The Minister for Foreign Affairs 
assured me that the Government did not at 
present intend to implement the Continental 
Shelf Bill d.t\. by drafting regulations defin¬ 
ing the extent of the Persian claim), or to 
establish consular representation in Kuwait; 
they were, however, anxious to discuss 
"outstanding problems*’ in the Gulf with 
us after an oil settlement Mr, Enlezom 
implied that Persia might be prepared to 
abandon her claim to Bahrain in return 
for a quid pro quo, such as our recognition 
of Persian claims to the islands of Tamb 
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anti the Musa. He also appealed for Her 
Majesty's Government's support In Persia’s 
frontier differences with Afghanistan <mtl 
Iraq. 

12. \ngJo-Persian relations improved 
during the quarter, although the usual 
attacks on the Angb-Irauian Oil Company, 
and to a lesser degree on British colonialism, 
persisted- Thu increased readiness of 
Persians to be associated with the British 
once again was illustrated by the large 
attendance at the Queen's Birthday Party. 
There was a significant reduction in rumours 
of Anglo-American disagreement w hich was 


unfortunately accompanied by increased 
criticism of the United States. Thu former 
may have been partly due to our efforts to 
persuade the Persians that British and 
American aims arc fundamentally the same, 
and the latter to an increase in Soviet 
propaganda directed towards Persia. 

13. I am sending copies of this despatch 
to Her Majesty's Ambassadors at Wash¬ 
ington and Bagdad and to the Heads of the 
British Middle Past Office at Fnyid and 
Beirut. 

T have, &c. 

ROGER STEVENS. 


F.P 1 1930? No. 25 

RELATIONS BETWEEN THE SOVIET UNION AND PERSIA IN 
CONNECTION WITH THE I UROT-PAKISTANI PACT 


Sir Roger St everts to 3//. Eden, (Received July 20) 


(No. 56. Confidential! Tehran, 

ijjj. July t r * 

i have the honour to report that on the &th of July the Soviet Ambassador 
made a demarche to the Persian Minister lor Foreign Affairs warning Persia 
against participation in the Tureo-Fukistani Pact. Mr. Lavrentiev left an Aide- 
Memoire with Mr. Entezam, the text of which was broadcast from the Soviet 
Union without the Persian Government’s having been consulted. 


2. As reproduced in the local Press, the Soviet Aide-Memoire reads ns 
follows: — 

Recently there have been Press reports in Persia and abroad about 
measures designed to secure Persia's alignment with the aggressive Turkey- 
Pakistan Pact concluded hist April. Such measures are reportedly being taken 
by the United States and a number of other Governments. It appears that at 
a" meeting between Mr Henderson, United Stales Ambassador, and Mr. 
Z.ihuds. Prime Minister of Persia, certain military measures were undertaken 
h\ (he United States Government in the Middle and Near East. The meeting 
particularly attracted the attention of the Soviet Government which, therefore, 
drew the attention of the Persian Government to the obligations whieh they 
contracted under the security md neutrality agreement concluded between 
Persia and the Union of Soviet Socialist Republics on the 1st of October, 1927, 
According to this agreement each of the contracting parties undertakes not to 
participate in any way in political pacts and alliances against the land and 
maritime security and against the independence, territorial integrity or 
sovereignty of the other contracting party. 

The Soviet Government wish to receive the necessary cxpli nations from 
the Persian Government in connection with the subject of this note. 1 


3, This demarche follows a recent propaganda attack in Pravda on United 
States activities in Persia, the text of which was widely distributed here by the 
local Tass representative to Parliamentary and official circles, including the 
competent department of the Ministry of Foreign Affairs. The substance of the 
Aide-Memoire and the manner of its publication have been widely criticised in 
Parliament and in the Press, where the Pravtfa article had already aroused 
resentment. In the Senate Mr. Enlezam has expressed disapproval of the demarche, 
while reaffirming Persia's neutrality, Press comment dentes any foundation for the 
Soviet protest, criticises the timing md manner of its delivery and accuses the 
Soviet Union of having broken the 1927 Treaty when Persia was occupied in 1941. 
The tone of one article in Kaihmt h reported to have occasioned another critical 
Soviet broadcast which in (urn has ted to counter-comment. 
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4. Mr Entezam told me recently that he was personally offended at the line 
Laken by the Soviet Ambassador. He had given Mr. Lavrentiev explicit assurances 
that Persia was not intending at the present lime to join the Turco-Pakistam Pact 
nor was any pressure being put upon her in that direction. Nevertheless, the Soviet 
Government had elected to base their representations on newspaper stories and on 
hypothetical assumptions regarding what had taken place in conversations between 
the Prime Minister and the United States Ambassador. 

5. Mr. Eniezam said he was never very good at fathoming Soviet motives bul 
he thought that the timing of this move was extremely bad. The Persian 
Government had made great efforts with Parliament to obtain approval for an 
agreement with the Soviet Union on economic and frontier questions; but in the 
light of the Soviet demarche it was doubtful whether the agreement would now 
receive approval. {As already reported prospects of an agreement were thought 
to be good; but l have since heard that some Members of Parliament arc urging 
that any agreement should include revision oi Article VJ of the 3921 Treaty, which 
defines the conditions tinder which the Soviet Union "shall have ihe richt to 
advance her troops into the Persian interior."! When before the Soviet 
Ambassador's action, Mr, Eniezam had complained to Mr. Lavrentiev about the 
Pravda article, the fatter had insinuated that this might be an excuse for evading 
agreement with the Soviet Union. This had considerably annoyed Mr. Eniezam 
after aft the trouble that had been taken to get it through. He wondered now 
whether the Soviet Government genuinely wanted an agreement at all. Perhaps 
they had only been using the prospect or it as a stepping-stone to extorting 
something else from Persia. Rumours had been circulated to the effect that before 
the agreement was signed the Soviet Government would demand the withdrawal 
of the United Stales Military Mission in Persia and the termination of United States 
military assistance. Rumours were now circulating that the oil agreement would 
be made conditional upon Persia joining the Turco-Pakistani Pact. This might 
have been the reason for the timing of the representations. As I knew, (here was 
no truth in the reports but the Russians, who had no doubl inspired them, might 
find it convenient to believe them, 

6. Mr. Ehtezam said that the draft reply to the Soviet Aide-Memoire would 
shortly go to the Council of Ministers. (He has since informed me that it will 
probably be delivered to Mr. Lavrentiev to-morrow.! 1 did not ask him specifically 
about it* terms but I gathered that the position of the Persian Government was 
that the 19^7 Treaty was stilt valid but would not, in their view, prevent Persia 
from joining a defensive pact if they wanted to. They would regard this as entirely 
consistent with Article 52 of the United Nations Charter. Their tine was that they 
did not intend to join the pact at present, but thev certainly did not propose to 
s ' am thc door on the possibility of doing so some time in the future, Mr Entezam 
[hen repeated views expressed to me earlier that he personally did not think it would 
be wise for Persia to join the pact while she was weak militarily and economically 

whale (he Tudeh Party was stiff active. He also mentioned that there was oil 
Ihc part of the public considerable mistrust of the Turks who still thought hv the 
ignorant to have territorial ambitions in Azahaijan. He implied that it would be 
necessary to improve Turkish-Persian relations before any question of ioLniue the 
oact could he considered. 

7. I told Mr. Entezum that in the view of Her Majesty’s Government any 
question of timing would be a matter for ihe Persians, There was certainly no 
disposition to try to rush them into any hfistv action.. At the same time/Her 
Majesty's Government would, I thought, consider it unfortunate if anv reply to 
the Soviet Note slummed the door as regards the future. He assured me thafthh 
would not be the case. 

Mr Entcram not alone in speculating about the reasons underlying the 
bo net protest. Few Persians take it at its face value. Some claim dial it is 
designed to frustrate an oil settlement, or the Soviet-Persian negotiations, or both, 
some forecast ihat [he Soviet Government will now press for a renewal of their 
oil concessions in the north; some hardy anglophabes maintain (with remarkable 
atth in our powers! that [he British provoked the protest in order to undermine 
United Stales influence. 

9 Whatever (he Soviet motive, the immediate effect can hardly be said to 
nave helped the Soviet cause. There has been a wave of support for She 
Government in which even the opposition in Parliament has joined, and a 
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corresponditig decrease m criticism, It would, however, Pc over-sanguine to hope 
that these effects will prove more than temporary. 

10. I am sending copies of this despatch io Her Majesty’s Representatives at 
H as till a ton, Moscow. Ankara and Baghdad, to ihe United Kingdom High 
Commissioner at Karachi, and to the Heads of the British Middle East Office at 
fay id and Beirut. 

I have, &c, 

ROGER STEVENS. 


EP 1015/35 No. 26 

AN APPRECIATION OF THE TWO HOUSES OF THE 
PERSIAN PARLIAMENT 

Sir Roger Stevens to Mr, Eden. (Received July 27) 

(No. 59. Confidential) Tehran, 

Sir. Mv 22 > 1954 , 

I have the honour to submit an appreciation of the two Houses of the Persian 
Parliament, the Majks and the Senate, which recently began their summer recess 
after about three months of aetivitv Apart possibly from a few ad hoc meetings 
to clear up one or two outstanding matters, they Eire not expected lo reconvene 
until the 24th of August. 

2. Neither House yet has its full complement of members. There are 329 out 
of 136 Deputies, and 55 out of 60 Senators. 27 of the 30 elected Senators and 28 
of the 30 appointed by the Shah. About half the members of each House arc new. 
Another interesting feature is the relatively large number of Deputies in their 
twenties or early thirties, some of whom are clearly not yet accustomed to their 
position. (At die reception 1 gave for The Queen’s Birthday a few of the younger 
Deputies arrived, obviously overawed, with their invitations m their hands.! 
Unfortunately, so far as one can see. these younger elements arc not representative 
of ihe more progressive youth of the country and owe their position largely to 
nepotism or local family influence. 

3. Both Houses arc the product of elections in which there was considerable 
interference. General Jahanhani, the Acting-Minister of the Interior at the time 
and since killed in a motorcar accident, was generally credited with having gained 
considerable financial benefit from the proceedings, and the Court was ei very active 
participant. Government and Court interference was not co ordinated and there 
was a number of more or less serious conflicts between the Shah and his Prime 
Minister, 

4. Absence of organised political parties an Persia, apart from the proscribed 
Tudeh Party, combined with the individualism and opportunism of Persian 
politicians, makes it difficult to define at all satisfactorily the significance of the 
groups m Ihe Persian Parliament. It is nor unknown for a Deputy to be associated 
at one and ihe same time with more than one group or “fraction/ 1 2 3 4 5 as they arc 
appropriately called, and the ‘'fractions" rarely have any deafly defined 
programme or organisation. The lack of reasonably si able political alliance gives 
an opportunity to any association of members of Parliament, however small. to 
play a disproportionate role in the proceedings if it maintains a certain degree 
of cohesion and makes itscls heard sufficiently loudly and often. Dr. Musaddiq’s 
National From in the XVtth Maples was a dear demonstration of this. 

5. in the present Majles. a number of " fractions ” have already been formed, 
of Deputies from the same region, of personal friends, and of Deputies generally 
associated with the Shah or the Go v ern men t, There is one “ fraction " which is 
more or less in Opposition, although it does not include nil ihe Deputies who do 
not favour the Government for one reason or another. Originally called 
“ Raushanfckrau +T (The Enlightened) it is now known as “Iran-e-Nau * f (New 
Iran) unci consists of fifteen or so Deputies. They are a strange mixture. Amongst 
them are Shams Qanat-Abadi, a self-satisfied follower of Kashanfs, Jafrudi of 
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Resht reputed to be u Tudeh fellow-traveller, Jahangir Taf&zzuli, a newspaper 
editor of Musaddiq leanings and with close Court connections, Jazaeri o 
collaborator of Mafckis, anti Dr. Amid, Head of the Law Faculty of Tehran 
University and again close to I lie Shah. They lack an acknowledged leader or 
leaders and any clear policy, but it is from them that most of the more demagogic 
and anti-Govemment speeches have come. They can be troublesome and could 
be even more sty but on present evidence 3 doubt whether they will be as effective 
as Dr. Musaddiqs National Front group, which was more compact and more 
determined. Ha/erizadeh, one of Musaadiq's old colleagues who filler turned 
against Musaddiq Has so far had very little to say in the Majles, but could perhaps 
be dangerous if hud a suitable opportunity later. 

6, The Senate, which was suppressed by Musaddiq, is by nature a more 
staid body. It contains a number of influential personalilies who, although at 
heart opposed to the Government, are on ihe whole responsible enough not to 
attack Ihe Government during the oil negotiations. A case in point is Dr. Eqbai 
who, as well as having Prime Ministerial ambitions, has a midge against 
General Zahedi for preventing his election lo the Vice-Presidency. A few other 
SenatoTs also see themselves as future Prime Ministers, but have not so far allowed 
their ambitions to get cur of hand. Vocal opposition has been left to i very smalt 
group including Varasteh, ai one time Musaddiq s Minister of Finance, and 
Divanbaigi, both appointed to the Senate b\ the Shah, and l.esani; hut the 
atmosphere of the Senate is less favourable to demagogy than that ol the Majks. 

7. Che general impressions of boih Houses as legislative bodies is that they 
;ire not much different from their recent predecessors, that they can hardly be 
expected to take any constructive or imaginative action on thei'r own initiative, 
and that their members will, generally speaking, content themselves with using their 
positions to look after their own and their friends' private interests. The Majlcs 
has fewer personalities than usual This could be an advantage, given a firm lead 
from outside. 

K. In this respect, it is generally accepted that the Shah's writ runs larger 
than the Government \ and that in the final analysis his word would be decisive. 
Unfortunately, Ills Majesty's cannot content himself with taking a firm and 
consistent line with the Deputies and Senators, but must also intrigue with, and, 

I suspect, directly or indirectly encourage, elements who are not merelv opposed 
to the present Government but who are dearlv associated with the persons who 
nearly lost him his throne less than a year ago. It k significant that almost all 
those Members of Parliament who have criticised and attacked the Government 
during the recent session arc known to be in personal touch with the Shah. In 
recent weeks and in connection with the oil settlement. His Majesty seems to 
have counselled rather more moderation on this wirm. of his acquaintances, but 
it would be foolish to imagine that this represents any real change of heart. 

9 A point of overriding interest is the altitude which the Parliament might 
be expected to take towards ratification of .m oil set tie mem. When I called on 
the Presidents of both Houses some time ago, Sardar Fakhcr and Hakim-ul-Mulk 
both assured me without hesitation that they did not expect any serious trouble, 
although no doubt, and especially in the Majles, there would be some noise from 
the “Opposition. ’ Nothing has happened in the meantime to suggest that tliev 
might wish to change this view. In fact the Iasi few weeks, as the oil negotiations 
have been approaching a decisive st;ige. there has been a tendency for criticism 
of the Government to decrease and. lor persons not too committed to opposition 
to make a show of benevolence towards the Government. This tendency has been 
strengthened temporarily bv the recent Soviet demarche fmy despatch No. 56 of 
the 3 7th of July) However, in spite of the reassurances of ihe two Presidents and 
Ihe other encouraging signs, 1 doubt whether the passage of the oil agreement will 
be without incident. Those members of the Maries brought up on Musuddiqism 
could hardly let tin agreement go by without strikina a demagogic attitude in an 
etTori to increase their present popularity and, perhaps more Important in older 
to leave them room for manoeuvre in the future. Unfortunately. unv oil agreement 
however simply and dearly drafted, is bound to give them an owning It is 
too much to expect even educated but uninitiated persons, not to speak of th 
■mss of the people, to understand all the complexities of the problem: moreover 
among such persons there are many who. as regards oil, arc ready to suspect hidden 
Uaps. \or is it enough if a Deputy understands a problem for him lo comment on 
u fairly and responsibly. fOnh rcccnifv. Dr Husain Pirma, who has h*d 
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considerable experience of financial mailers, seemed deliberately to misunderstand 
and misinterpret the Government's Bill on the fiduciary cover in order to draw 
attention to himsdfd Some of ihe issues in an oil settlement, such as control of 
the industry and compensation, have an emotional content irresistible to 
demagogues'and. although on balance I think the chance of ratification is good, 
we should therefore be prepared for fireworks. 

JO. The other main point of interest is Parliament’s attitude to the 
Government. An appreciably larger number of members than appears from the 
dze of the “ Opposition ‘’is opposed to the Government for one reason or another., 
such us personal ambition, antipathy towards the Prime Minister or of on: or other 
of his Ministers, or dislike of Ihe military’s playing a leading part in politics. Those 
of them not in (he "Opposition*" however, seem willing to hold their hand until 
an oil settlement has been reached and ratified; and even more important is that 
the Shah now seems to have accepted that the present Government should be 
allowed to carry the oil agreement through, and to he letting ibis view' be known. 
Afterwards the Government's real difficulties will start, There arc a number of 
contenders, the Shah wilt be seriously tempted to vacillate again. and Parliament 
is bound to become more restless. Although it is outside the scope of ibis 
despatch, ! might add that although there is much (.ilk of the need for reform, 
and u few useful elements in the country are genuinely and seriously considering 
how reforms could he carried out, as far as I can see at the moment : *ny change <:f 
Government after ratification of the oil agreement would in all probability tree 
Only a change of faces and quite likely a change for the worse. 

II. I am copying this despatch to Her Majesty* Ambassadors at Baghdad 
and Washington, ond to the Head of the British Middle Fast Office, FayicI 

1 have. &c 

ROGER STEVENS. 


P 10115/150 No. 27 

SETTLEMENT OF ANGLO-PERSIAN OIL DISPUTE 

(No. 36. Guidance. Confidential! Foreign Office* 

(Immediate) ,4ftgtrs/ 3. i?S4. 

Agreement in principle between tile Consortium anti the Persians is likely to 
be announced at 15 00 hours G M T. on August 4. There will lie the following 
announcements: — 

for) A joint statement by the Persian Government and the Consortium 
negotiators on the details of Ihe agreement, to be released in Tehran, 

(hi A unilateral statement by the Chairman of the Consortium negotiators, 
Mr, Page, on leaving Tehran, 

fd If agreement has been reached on compensation, a joint statement by the 
Persian Government and the AJ.O.C. on negotiations in Tehran. 

Uii Possibly a joint statement by the Persian Government or Her Majesty’s 
Embassy on payments arrangements. 

A statement by Her Majesty's Government to be released by the Foreign 
Office at the same time as the Consortium statement in fell ran. 

(/) A statement by the Anglo'Iranian Oil Company commenting on she 
compensation agreeemnt. 

2. The texts of tul, U\ and (</i if made, (c) and (?) will be carried in the I a union 
Press Service. August 4 

5. In comment, you should be guided by Information Policy Department's 
letter No. PG13411,6 of July 29. The answei:> enclosed should only be used if the 
individual items of the agreement to which they refer have been announced. You 
may use them also in confidential discussion with members of the Government to 
which you are accredited. Please make copies of the enclosure to the letter 
available to your United States, French and Dutch colleagues, and to the senior 
British representatives of the oil companies in your territory (with the exception of 
Shell at Damascus and Iraq Petroleum Company, &c„ in Qatar). 
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4 You should be guided also bv mv Intel No. 163 adding as appropriate the 
following points: — 

(il we hope that the settlement will contribute to political stability in the 
M iddle East as a whole, and 

lii) the oil revenues are essential if, as wc hope, there is to be i stable and 
independent Persian Government, 

5. Text of statement I/I provides the guidance on compensation promised in 
Intel No. 163. You should use it to explain how Persian acceptance of a new 
agreement and payments made by other members of the Consortium have altered 
the whole basis of A.I.O.CN claim. 


EP 1115/13 No, 28 

REPORT ON A NOTE COVER ACT BROUGHT INTO FORCE ON 

JULY 21 


Sir Roger Stevm $ to Mr. Eden* * Received September f?) 

(No. 7L Restricted) Tehran t 

Sir, September a. 1954. 

1 have the honour to enclose the text of a Note Cover Act which came into 
force on the 21st of July. I he main object of this Act ts to give the Bank Mdli 
more latitude in adjusting the volume ol currency in circulation according to the 
country’s needs, 

i he Act allows a start to be made in reducing the heavy debts incurred by 
the Musaddiq Government towards the Bank Mella and will serve to discourage 
future Governments when in financial difficulties from having recourse to the 
Bank Melli. 

3. Since 1947 Persia has been without any legislation regulating the Note 
Cover. In that year the Majlis annulled the existing legislation, and for a variety 
of reasons no alternative law was voted unfit July of this year. Until 1951 the Note 
Cover remained on the same basis as prior to 1947, the note issue being covered up 
to 55 per cent, by gold and up to an additional 22 per cent. b> foreign exchange 
convertible into gold. In 1^52 the Musaddiq Government gave itself authority to 
issue new notes up to 40 per cent, of the amount in cbcuklion in August of that 
year without increasing the note cover. The whole of this amount (3.120 million 
rialsi was put into circulation before the fall of the Musaddiq Government with 
a result that the note circulation reached a figure ol 10,920 million rials. 

4. In contrast, the Government of General Zehcdi decided not to ismic any 
further notes without 100 per cent, backing, and when it proved necessary to issue 
450 million rials of notes in October 1953, S14 million of United States aid were 
deposited as a guarantee with the Bank Mclh Subsequently it proved possible to 
reduce ihe volume of notes m circulation by 161 million rials, as a result ol which 
the Government was able to redeem $6 million. 

5. The new Act will have three main effects, In the first place d gives the 
Government a little badly needed room for manoeuvre, At the time the Act 
came into force the cold and foreign exchange cover amounted to 43-88 per cent, 
of the note issue. Under the new act (fits cover need only amount to 40 per cent, 
of the note issue, of which 35 per cent, must be in gold and 5 per cent, in foreign 
exchange convertible into gold. 

6. The Government can thus do one of two things, Either reduce the cover 
by the equivalent of 3 88 per cent, of (he total issue without reducing the number 
of notes in circulation, or alternatively leave the amount of gold and foreign 
exchange allocated to the note cover unchanged but increase the note issue by 
approximately one billion rials. Although no announcement lias been made 
I understand that the Government have so far chosen the former course h\ 
withdrawing $7,500,000 of United States emergency aid funds from the note cover. 
These dollars hive been used to meet Persia’s pressing need of foreign exchange, 
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7. The second and more important effect of the act is to allow the Govern mem 
lo increase the gold and foreign exchange cover for the note issue up to a maximum 
of 130 million above the present level. On the basis of 40 per cent, and lakiug 
trie dollar at its official value of 32 50 rials, this means that the Government could 
increase the note issue by up lo 2,400.000 rials or approximately a quarter of the 
present issue. 

8. .Finally, some provision has been made in the act for the redaction of the 
Governments indebtedness to the Sank Melli, which amounted to over twelve 
billion rials at the end of March of this year. Under the act the National Iranian 
Oil Company .tre to amortise their debt to the Bank Melli over a period of six years 
beginning one year after the entry into force of the act. From the same dale line 
Government are also to hand back to the Bank Melli their share of the bank’s 
profits until such time as the Government's debt to the bank has been extinguished 
I understand that the Government's share of the bmk profits amounts to some 
200 million rials a year. The bank h enjoined not to grant any loans in future, 
either to the Government or to semi-official organisations, except for productive 
purposes, 

9 I am sending a com of this despatch Jo Lhe Commercial Relations and 
Exports Department. Bor.nl\rf Truk. Her Majesty’s Treasury, and the Exports 
Credits Guarantee Department, 

\ have, &c. 

R. S. STEVENS, 


Enclosure 


NOTE RESERVE ACT, 1954 
(Commencement: July 21, 1954) 

Section 1 

The Bank Melli note reserve control board shall ensure that the following 
reserve shall exist in connection with notes printed until the commencement of 
this Act or which will be printed later. 

uo A minimum of 4-11 pet cent, in gold and gold convertible or gold guar ant ecu 
currencies, provided the gold proportion shall never be less than 35 per cent, of lhe 
total reserve. 

Ut\ The maximum proportion in gold and gold convertible or guaranteed 
currencies above 40 per cent, winch may be added to the reserve shall not exceed 
dollars I S.30 millions calculated at the official rate of 32 25 rials per dollar. 

The remainder of the note reserve to 100 per cent, shall comprise 
Government stock. The jewels enumerated in the Act of A ban 25* 1316, shall 
represent the guarantee of the pledged Government stock. They shall be placed 
under the authority of the note reserve control board. 

\'o fe i -Gold pledged as note reserve on ihe day of the commencement of 
this Act may not be withdrawn from the control of the note reserve control board. 
It shall be used exclusively us note reserve, as provided under la) above. 

\'otc The value of the gold of the note reserve shall be calculated on the 
basis of I grumtite gold 36-290,!33,35 rials; foreign currencies shall be valued in 
accordance with International Monetary Fund rates and on the basis of t dollar— 
32 r 25 rials. 

Wm j — Iran’s share in the International Monetary Fund and the International 
Bank for Reconstruction and Development las provided m the Acts of Dey 6* 1324. 
and Furvadinc 26. 1327) shall be made pari of the note reserve as provided under 
(n) above. 

Note 4 The amount of Government stock which shrill be made a part of the 
note reserve shall he subtracted from the debts (ailing due by the Government to 
the Bank Melli banking department. 

Section 2 

The application of 3 (/>) of this Act shall be the object of a proposal of the 
Bunk Melli to be approved by a joint committee composed of the Bank Melli higher 
council and note reserve committee members. 

Yore- Joint committee meeting shall be cEilled to order when no lexs than 
five members of Ihe bank higher council and live members of the note reserve 
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control board are present. Resolutions shall be voted by no less than seven 
members among ihe ten members present, and if the latter’s number is greater, by 
not kss than two-thirds of the members present. 

Section 3 

A decision to withdraw notes from circulation or ro replace these notes by like 
nates or by other classes of notes may be taken only on a proposal by Lhe Bank 
Melli approved by the joint committee provided under Section 2 above. The 
decision shall be submitted for Cabinet approval. 

Replacement of notes shall be done within a period which shall be the object 
of a public notice. At the expiation of this period* the notes withdrawn shall be 
demonetised. The withdrawal period shall never be less than one year. 

Note — The difference between notes printed and notes withdrawn from 
circulation shall be paid to the Government. As long as any Government 
indebtedness to the bank exists, their amount shall be borne on Bank Melli banking 
department accounts. 

Section 4 

The Minister of Finance shall represent the Government in the note reserve 
control board. Two representatives from die Lower House of Parliament, elected 
as provided under Section 29 (note) of the Bank Melli Statutes Act, shall be members 
of the board. They shall serve until their successors have been elected. 

Note .—The Government Inspector to the Bank Melli shall not, under any 
pretext, serve in any capacity in Government departments or in organisations 
sponsored by the Government, 

.Section 5 

Notes ordered abroad by the Bank Melli shall be exempted from Customs 
duties. 

Section 6 

The Government shall:— 

If?) From the beginning of the year 1334 (Match 21, 19551 and within a period 
of six years, refund all loans made directly or indirectly through the Bank Melli by 
the National Iranian Oil Company. These refunds shall be made in sis equal 
annuities from the company's revenue. 

{hi From the beginning of the year 3334 pay its share of Bank Melli profits 
to the bank banking department as long as it will be indebted to it. These refunds 
shall be deducted from the Government indebtedness lo the bank. 


Section 7 

Loans which may be granted in the future by the Bank Melli banking 
department under the legislation in force ro the Government, the Seven-Year Plan 
office, city corporations and companies and organisations founded with public 
funds shall be earmarked exclusively for economic development and the increase 
of national production. 

Banks established or to be established with public funds shall he excepted 
from this rule provided they earmark the loans granted to them to loans to the 
Government, city corporations or for non-productive purposes. These loans may 
be thus granted to companies and organisations established with public funds. The 
Minister of Finance shall ensure that loans enumerated in this section shall be 
exclusively earmarked to the country's economic development and national 
production. 

Note L —Whereas the capital of the Mortgage Bank has been subscribed to 
a 50 per cent, proportion by ihe Minister of Finance mid 50 per cent, by the Bank 
Melli* has been only 33 per cent, paid up, the Bank Melli >haII, with n wew io 
extend Mortgage Bank operations, pay to it 150 million rials within three months 
from the commencement of this Act. 

The Bank Melli shall pav it* share by earmarking the difference arising from 
the alteration provided by (he present Act in ihe proportion between the note 
reserve and the note circulation. 

The amount thus placed at the Mortgage Bank’s disposal shall be used 
75 per cent. in the province* and 25 per cent, in Tehran. 
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hofe 2.—From the funds originating from the difference in the proportion 
net ween the note reserve and the stole circulation, 50 million rials shall be paid to 
the pawnbroking bank’s capital 

Note3 .—The Batik Mdli Iran shall, from the day of the commencement of tills 
Act and within a period of six months, b> collecting a 3 per cent, commission, to 
pity 50 million rials to the Agricultural Bank, This sum shall be earmarked by 
this bank for the grant of loans in the provinces. 

Note 4 .—Any infraction to the provisions o! this section shall be deemed an 
illegal intervention into public property and be prosecuted under the legislation in 
force. 

Kate J*—Warehousing Ices and commissions collected by the pawnbroking 
bank on movable property committed to its care shall not exceed one per cent, 
for a loan not exceeding I0’(KK> rials and 4 per cent, for loans exceeding this amount 

Section 8 

Commission rales collected on all Government debts, including interest rates 
and transfer and other charges shall be determined by agreement between Lhe 
Minister of Finance and the Bank Mielli. 

Section 9 

Any Act or section ol an Act contrary to these provisions shall be deemed to 
have expired. 

Section 10 

Regulations for the application oJ this Act shall be drafted by the Bank McIJj 
and approved bv the joint committee under the provisions of Section 2 above. 
They shall come into force after their approval by order. 


E? I0I7/3/G N°- 29 

COMMUNIST CONSPIRACY J\ THE PERSIAN ARMED FORCES 

and police 


Sir Roger Stevens to Mn Eden. Utectived September 17) 


(No. 72. Secret) Tehran 

g' r September JS r /V54. 

tn my hut fortnightly political summary (my telegram No. 60 Saving of the 
Hth of September) l reported the discovery of a Communist organisation operating 
in the Persian Defence and Security Forces, I now have the honour to submit a 
fuller report, which as based partly on information from secret sources. 

2. Inve®tiga.itkms are still proceeding, but it as already very clear that the 
organisation wus extensive and dangerous, I he facts seem to be as follows. 


.4. Sabotage in the Persian Aar Force and Navy last autumn was followed 
by an unusually thorough enquiry into the loyalty of ruembers of the Forces 
namely the Army, Air Force, Navy, Gendarmerie and Police. One person on 
whom suspicion fell was a certain Abul-Hasan Abbasi, a former Army Captain 
who had been dismissed the service for insubordination. Abbasi, learning that he 
was under suspicion, attempted to leave Tehran but was followed and arrested ai 
the railway station. He was carrying incriminating documents. Many of these, 
and other documents found soon afterwards, including lists of the organisation’s 
members were in a geometrical code which proved difficult to break. This has 
prolonged the task of rounding up suspects. 


4 When a substantial number of arrests had been made and rumours had 
K c , Jur1 t 0 circulate, the Government issued an ynrevealing statement which played 
.town ibe sixe of the conspiracy. Shortly afterwards, however. Press reports 
.apneared which were near he truth I he Government anxious not to alarm the 
siisnccts' still at large, and sensitive as tn the effect of ibese revelations on public 
.onfidenve, temporarily suppressed or threatened to suppress a number of 
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newspapers, including some of their firmest supporters. However, growing public 
uneasiness soon obliged them to abandon their attempts at reticence and they have 
now Issued a communique, a translation: of which is enclosed, admitting the 
seriousness of the conspiracy. In addition they have clearly been supplying the 
Press with detailed information. 

5. The organisation is reported to have bc£n headed by a three-man 
committee consisting of K.husrau Ruzbeh, a former Army Captain and well-known 
Communist who had been imprisoned for subversive activities and escaped imore 
than once, for the last time in 1950); a Colonel Siamak of the Gendarmerie; and .i 
Colonel Mubashsheri of Ihe fudge Advocate Generals Department. These three 
also formed part of a seven-man executive committee, the other members being 
the Abbasi mentioned above, tw o Air Force lieutenants and a Staff College major. 

6. It is announced today ihai so far 434 officers and students have been 
arrested. About 250 more are known to be under surveillance and some 1,000 
N.C.O.s to be connected with the organisation. The names of over 100 of the 
officers arrested have been released to the Prcs.s. They illustrate all too dearly 
the extent of penetration. It appears that many of the officers involved joined 
Me Tudch Party during the Musk delta regime .mil that many of them owed their 
advancement to it. The Army, Gendarmerie, Police and Air Force all figure and 
among officers whose posts are given are to be found representatives of the Judge 
Advocate General's Department, the Military Academy, the Staff College, the 
Mi'itary Policy Provincial garrisons and the Prime Minister's Guard, The offices 
of the General Staff, Military Governor of Tehran and Chief of Police are known 
to have been affected also. Even the Military Intelligence Bureau was seriously 
penetrated both in Tehran and in the provinces. The Government have denied 
report?; that officers of the Shah's guard were Implicated, but it is known that two 
of them have been arrested, A cousin id she late Shah is also in custody. One or 
two officers have committed suicide. 

7. There has been considerable speculation about the aims of the organisation 
and their relations with ihe Tudch Party and the Soviet Embassy. It is believed 
by some in authority that the Organisation were planning to create extensive 
disturbances to prevent ratification of the oil agreement. The arrest of a number 
of employees of the National Irani an Oil Company at Abadan, including some in 
key refinery posts, and of officers there lends sonic colour to this. There have also 
been unconfirmed reports in the Press that die organisation intended to attempt 
a coup dcrat in a Jew weeks time. But there is no evidence that they felt strong 
enough to attempi this and it seems unlikely that ihey would have risked their 
position by overt action at this stage. The general impression is that they were 
concentrating on intelligence work and on building up their strength, 

S- 1 here is con Hiding information about the source of their instructions and 
finances. According to some reports they were receiving a regular subsidy from 
or through the Tudch Party and Dr. Ghulam Husain laud at. well known for his 
Communist associations, is generally mentioned as their link with the Party’s 
Central Committee, However, they seem to have been careful not to associate 
themselves with ordinary ludch party activities and the Minister for Foreign 
Affairs told me a few days ago that they were controlled directly by the Soviet 
Embassy and not through lhe Tudch Parly. He said that this point was not being 
emphasised (though there have been passing references to it in the Press) in order 
to avoid irouble with the Russians. In fact ihe Persian. Government appear to 
be deliberately emphasising that ihe plotters were close!v connected with the Tudch 
Party m order further to discredit the Tudch. 

9, The Russians here in Tehran seem thoroughly embarrassed. In reply to 
a question of mine Mr. Emez im said that [he Soviet Military Attach* (Colonel 
Rodionov) was already being transferred to Ankara and' ihat the Persian 
Government were not at the moment contemplating asking for the removal of any 
member of the Soviet Embassy. I gather that in fact no in form t ion has been 
uncovered so far which discloses what members of the Soviet Embassy or satellite 
■'CgaliciiK may have been implicated and for this reason no diplomatic expulsions 
are at present contemplated. ' K 

Entcznm also told me that the Persian Government were reasonably 
confident a f having effectively suppressed the Communist organisation in the 
unty Forces though certain ringleaders, meaning Persians, Armenians or 
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Caucasians not Russians, were still at large. Ke admitted, however, that there 
was probably much to be done on the civil side* 

II. This last point has been the subject of considerable public discussion 
in the last few days. The Ministries of Justice and Education m particular have 
been criticised for being heavily penetrated. Paradoxically, the Governments 
success in uncovering the military conspiracy has not immediately strengthened 
their position. It has led people once again to fear the strength ol the Tudeh 
Party and has increased a sense of public uneasiness which was already becoming 
apparent before these events. For example, fears are being expressed that one 
or more of the known Parliamentary supporters of the oil agreement may be 
assassinated. Furthermore, the Government's attempts at Censorship (paragraph 4 
above! have accentuated criticism of their treatment of the Press. With regard to 
the Press it is also worth recording that there is a general demand that the 
conspirators should receive the maximum penalties, including death, ft is pointed 
out that in the past there has been far too lenient treatment of traitors. 

12 Mr. Emeiam drew my attention particularly to a revealing and disturbing 
feature of these events, namely that amongst those arrested were a large proportion 
of efficient and honest officers He said that money no doubt had played a part 
in attracting some of those involved, particularly in the ranks, but for the most 
part the officers were idealists who perhaps believed shat the best hope for social 
justice in Persia lay in Communism, I have heard from elsewhere that sixty of 
those arrested were medical doctors and that the University of Tehran Is regarded 
is the original source of indoctrination of many of the organisation's members. 

I have also ten informed that nearly one third of the instructors at the Cadet 
School were involved. This underlines the extent to which the Communists are 
working upon the legitimate dissatisfaction of I he educated youth of Persia with 
the inefficiency* selfishness and corruption of the greater part of the governing 
classes of the country. 

13. When 1 discussed the arrests with the Permanent Under-Secretary at 
the Ministry of Foreign Affairs he emphasised (he fact (which Mr. Entesam had 
previously mentioned to me in passinc! that the Persian Government wished to 
work very doscK with Iraq in the security field. Mr, Samii said I hat they were 
hoping that the Iraqi Minister of the Interior would visit Tehran shortly for this 
purpose. Thev believed that the Russians had been making considerable efforts 
to penetrate the Iraqi Forces and that they were operating to some extent through 
Persia. Mr Sumi'i aided that, later on, the Persians nught also propose some 
form of sectiritv liaison with the Turks. I welcomed these developments adding 
that 1 thought Persia and Turkey could usefully work much more closely together, 
and iHlIE I was no! thinking simply of defence or of the Turco-Pnkistani Pact, on 
which I well understood Persia's position. 

14. To sum up the evidence at present available and the information given 
to me it is clear dial: — 

fil The Persian Government have uncovered a large-scale Communist 
conspiracy centred in the Army, Gendarmerie and Police. 

tilt The scale of penetration of the Army and Police and the calibre of (he 
conspirators indicates that their organisation might have been able to 
carry out ft political roup as well as purvey information to the Union 
of Soviet Socialist Republics, 

riii) The consnirsitors were in touch with the Russian Embassy in Tehran. 

Civi For their own political purposes, (he Persian Government arc making Et 
aopeiir (hat the conspiracy was closely connected with the Tudeh 
Party, in order to discredit Et, 

15. 1 am sending copies of this despatch, with enclosure, to Her Majests's 
Representatives at Ankara, Baghdad, Moscow, Washington and (he British Middle 
East Office at Fay id and Beirut. 

T lift vc, &c, 

ROGER STEVENS, 

Enclosure 

Extract from Tehran Press Ri view. No. 720. dated Monday, September IX l*>54. 

tl Tt had been felt for some time that agems of the Tudch Party had infiltrated 
the security forces and were engaged in obtaining information, neutralising the 
measures taken by the security forces and .spreading discontent among the ranks 
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of the Army., Gendarmerie and Police. These secret activities increased as time 
went 03i and their espionage ring was covering an ever-widening field. The 
publication of certain secret information concerning the security organisations in 
Tudeh papers left no room for doubt that Tudeh agents had succeeded in deceiving 
a number of weak-willed officers and in turning them into their tools to carry out 
their treacherous work b> making these officers spy for them in the Army, Police 
and Gendarmerie. 

In order to effect a (borough purge in the security organisations of base and 
treacherous elements, special agents were put on (lie job and eventually succeeded 
in discovering the secret Tudeh organisation and to arrest several treacherous 
officers who had placed themselves at the disposal of traitors for whom they spied. 
Valuable and revealing documents were discovered in the houses of the arrested 
officers that threw ligfit on the secret connections between the Tudeh Party and 
some individuals leading to the arrest of other officers attached to the military 
ring of the Tudeh Parly. Thus all ihe officers belonging to the military organisation 
of the Tudeh Party who were spying in (he Army. Police and Gendarmerie under 
the direction and in the interest of that Party have been recognised and arrested. 

The great majority of the arrested officers have confessed their guilt in the 
face of irrefutable documents and some of them are repentant and arc asking far 
pardon. The Military Governor of Tehran can now inform the public that with 
the arrest of these dastardly officers engaged in espionage in the interest of others 
and to (he prejudice of their country, the Tudeh influence in the security 
organisations has been eradicated and the base agents of that Party have been 
swept out of Ihe Army organisations. 

Te k regrettable that such an unpleasant news about the treason of some vile 
officers should be given to the public by the Military Governor's Office hut it fs a 
matter of rejoicing that the security organisations have been purged of these 
treacherous elements through the recognition and arrest of these men whose trial 
will shortly bee in md who will be punished for their treason according to the law.'* 


EP 1051 >33 No* 30 
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Sit Roger Stevens to Mr Eden. {Received September 24) 

(No. 62 Saving, Secret ) Tehran. 

(Telegraphic) September 22, M/S4. 

I had an audience with the Shah on September 21. We talked for an hour 
and a half. 

2, His Imperial Majesty opened by saying (hat the hand of Providence had 
again been at work and had saved him and It is country. It had been at work 
during the events of August 1953 and he could lind no other explanation for the 
miracle which had exposed the Communist plot in the Persian army and perhaps 
averted u catastrophe He said he was quite certain, in his own mind, that the 
plotters intended violence during the passage of the oil agreement through the 
Majlis and that he himself and several of his Ministers were intended for destruction. 
IM, Ala, (he Minister of Court, had told me (he same thing on m\ way in lo ihe 
audience, lie said that the Government was doubling its precautions when she 
Shall moved ibouL and was pressing His Majesty quickly to name a successor. In 
M All's view he would have to be the next brother, Prince AM Rezn.J His Majesty 
admitted that (here was no definite evidence to support his theory, bus he believed 
that the plotters intended to create chaos in (he next few weeks which as worst 
from (heir point of view would prevent ratification of the oil agreement, and at 
best might have produced a complete breakdown of the Government in Persia. 
He quoted the fact that until quite recently Ihc Russian and satellite representatives 
here, in conversation with other diplomats* had expressed scepticism and 
indifference regarding the outcome of the oil settlement, thus implying a confidence 
in their powers to wreck it, whereas recently they had shown a renewed curiosity 
and anxiety, I congratulated His Imperial Majesty on the happy outcome of tht 
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ifliiir and said 1 hoped he was confident that the evil had now been rooted out, at 
least in the army. He said he belie veil this was the case though there were still 
a number of intelligence cells on which the military authorities were working. He 
also admitted that there was considerable Communist penetration in the civil service, 
but he thought this was less dangerous and would take time and a positive policy of 
social and economic reform to eradicate 

3* The Shah then went on to say that he hoped that now that the Persian 
army had been strengthened by purge Her Majesty's Government would be able 
to laite its potentialities more seriously. He had sometimes left in the past that 
we were apt to underrate its capabilities, lie suggested enquiringly that perhaps we 
had known something of the extent to which it had been penetrated by Communism 
and had therefore been inclined to take a reserved view of its usefulness. 1 replied 
that had we had any definite information we should certainly have passed it on. 
1 thought that, owing to the break in diplomatic relations and the absence* until 
very recently, of a British Military Attache in Tehran, we were in fact considerably 
out or date. 1 hoped that the recent appointment of a military attache would 
strengthen our relations in this held in a friendly way and would be of mutual 
advantage to both our Governments. I asked the Shah whether he thought the 
purge of officers had seriously weakened the arms, Hu replied that the numbers 
involved were not $0 l.inie and there were others to step into their place. He ver> 
much hoped that the whole incident would be recognised by the Western forces 
for what it was, namely, a strengthening oj l he Persian armed forces and that 
greater confidence could be placed in them and the role which they might play in 
Middle Eastern defence in the future. 


4. The Shah then asked me, as 1 had been warned he would du, about 
developments in neighbouring Arab countries, He was particularly interested in 
knowing what I thought about the policy of ihc Nouri Said Government m Iraq 
arid Iraq's relations with Egypt. Bearing in mind Sir John Stcrndsle Bennett's 
despatch No. 30 of August 30* I said that we were still at the stage ol observing 
and analysing the effects on Arab policy of the Anglo-Egyptian agreement md 
subsequent developments. It was too early yet to judge the outcome, but l did not 
think that Iraq would go Fully along with any proposals for strengthening Arab 
cohesion which involved complete Egyptian hegemony. His Imperial Majesty 
remarked rather characteristically that Nouri Said was known as a fncrid of ours 
and surely we knew what his policy was. 1 replied that as he had very recently 
visited London we might now know a little more than we did, but 1 had not yet 
been informed of any details of his visit. 


5, The Shah then said that the policy on which he was working tor Persia 
was to draw together with her neighbours* Turkey. Iraq, Pakistan and* if possible, 
Afghanistan He conridered it was much toe tally to talk of adherence to ■lie 
Turkey-Pakistan Pad, This would have to wait until Pci da was strong r 
economically and militarily— he thought for at least a year and a hall. Bui this 
should be kepi in view as an ultimate objective. He asked whether 1 agreed with 
all this 1 said that I did and that to the best of my belief Her Majesty's Government 
did likewise. It was obviously logical and in accordance with the dictates ol 
geography lh;il Persia should draw together with her neighbours* eliminatin ' caws 
of friction and trying to lay the ground work of a future common policy. We 
certain I v had no desire to press Persia to join the 1 UTkey-Pakistan Pact and we 
thought that any decision on timing must be hers. As a neighbour 1 thought 
Afghanistan might prove difficult: we certainly found her so* The Shah agreed 
and said that he thought that. at the moment, relations with Pakistan were 
particularly close and happy, 

A The Shah expressed confidence on the oil attention, and I took ihc 
opportunity of saving that I considered His Imperial Majesty’s very positive and 
clcar-cm intervention had proved the turning point in the ml negotiations. He 
S liil that he had been criticised by some of his friends who were not opposed to the 
nil icrccment for having come down so firmly behind u. for exceeding his 
constitutional position and for associating the monarchy with a settlement winch 
nil rht be the subject of criticism or controversy later on He himself, however, 
wis convinced not only that he had done rightly but that the agreement was better 
than that obtained bv any other oil-producing country {even Venezuela which, after 
m had i concession which Persia did not} and he had no reason to regret the stand 
hcVid liken" This conversation ran on for some white, with me stressing that 
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Ihoped and believed that the oil agreement would stand the test of time and still 
be seen as something which had brought inestimable benefit to Persia thirty years 
hence, and with ihc Shah dwelling more particularly on the short-term view which 
crudely expressed (though this is not how he put it) in Eg Iff be summarised by saying 
that he knew a good thing when he saw one anti lie was not going to let'the 
Government get away with all the credit* 

7* The Shah then dropped a hint that he wanted to talk about his visit to 

Europe and the United States. Hi seems to be an unwritten convention in these 

conversations that new subjects arc, formally at least, invariably introduced by (he 
other parly rather than His Imperial Majesty.) I explained that 1 was not yet in 
a. position to give him a reply to his earlier enquiries and asked what his present 
intentions were. He said that once I tie oil agreement was ratified r a ml that would 
take twenty days ") he would have to plan internal reforms and ensure the security 
of the country' and the stability of (he Government. After that he would like to 
go abroad. He (bought he might be able to do so in forty-five da)... w lieiher from 
now or from the date of ratification was not quite clear. He would prefer to visit 
England before going to America but* if thought preferable, could arrange to stay 
in Englnnd on his way back. He said that the object of his vi*ii was twofold 

personal and official. On the personal side, the Queen was very anxious to sec 

the United Stales which she had never visited and lie did not want her to make 
the journey alone. He* himself, was in need of a rest and also of dental treatment 
For these reasons he did not want to delay his journey too Jong. On the official 
side* the object of his visit would be to help him chart out Persia’s future foreign 
policy He did not expect decisions would be taken—these were going to be made 
in Tehran—but he wanted a full exchange of views and exploration of problems. 
He was particularly anxious lo know whether the sketch of Persia’s foreign policy 
which had given me I paragraph 5 above! met with the approval of Her Majesty's 
Government, If it did* he would go to the Americans and tell them so: this arould 
he one of the advantages of visiting England first I remarked that ! was confident 
that in advance of his visit there would be Anglo-American consultation and that 
he would therefore get an agreed view which, t wax sure from what he had told 
me in the past, was what he wanted. I said from this point oi view and in the 
light of the general situation, his visit might be more fruitful if h did not take 
place too soon. 

8, His Imperial Majesty (hen reiterated that he thought he could get away 
En forty-five days. If, however. 1 ihouv.ht that ihc internal security position was 
such that he ought not to leave so soon I had only to tell him so. This posed rather 
an awkward question. Hud I answered yes, which is in all probability the truth* 
he would* 1 know, have at once jumped lo the conclusion that we had first-hand 
information unknown to him about sonic further plot that was brewing and rnuny 
misunderstandings might have arisen. On the other hand* 1 knew from recent 
conversations with M, Ate and M, Entezam that the Government were doing all 
they could to dissuade the Shah From an early journey; M. Entezam. m particular, 
had told me that he was very worried about the whole business and particularly 
about (he prospects of the Shah making foreign policy over M, Entezam''s head. 1 
therefore said that 1 could in any event only speak for myself, since I was awaiting 
(he comments of my Government, but that ! thought the amount of work which 
would have to be done, anti the problems which would arise, after ratification of 
the oil agreement could not yet be dearly foreseen and that it might be too early 
to reach definite conclusions. The Shah appeared to agree that the question would 
have to be looked at again immediately after ratification. I also said that I thought 
it would be useful if at the time of His Imperial Majesty’s visit abroad the outlines 
of a pkm for dealing with the oil revenues and for Persia's economic rehabilitation 
were in existence. The Shah enquired laughingly whether th;it meant we were 
prepared to give Persia sonic economic help over and above their oil revenues. 

[ answered in the same line that this was not the thought in my mind hut (hai some 
information a*s to how Persia was proposing to put her house in order following 
upon an oil settlement would clearly be of constructive use anti help to create 
confidence- The Shah accepted ihis hut said he thought the preparation of a plan 
would take some time* probably six months, which is indeed the period which 
M. Ebtehttj, the new director of the PJan Organisation, has mentioned to me. We 
left U that when. 1 had any information about the practical side of His Imperial 
Majesty's visit to ! ondon fwould get into touch with him again. 
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PERSIA: QUARTERLY REPORT 
Period In|> September 1954 


Sir Roger Sf evens so XIr. Eden, (Received October IX 


<No. Si. Confidential! Tehran, 

Sir, October I2 t 1954. 

! have the honour to submit my political 
report tor the third quarter of 1954. 

In tern li I Affairs 

Though the oil agreement was signed and 
,\ serious Communist conspiracy uncovered 
the Government's position at the end of the 
quarter was, if anything, weaker than 
before. Even though prospects of early 
ratification of the agreement were good, it 
would be some time before the agreement 
showed substantial benefits. Meanwhile, 
with foreign aid running out, the country 
found itself in serious foreign exchange 
difficulties in September. Widespread 
dissatisfaction with the Government's 
performance, particularly criticism of the 
l >st of living and accusations of corruption, 
persisted Many politicians, some of them 
having political ambitions which do not 
stop short of the premiership, were hoping 
that the Shah would dismiss General 
Zahedt after ratification and opposition to 
him gained ground in various quarters in 
preparation for tilling the posts which would 
become vacant if his Government were 
dismissed. However, apart from the 
extremists, those who opposed the Govern¬ 
ment generally approved the oil agreement. 

2. The Shah came out firmly in favour of 
the agreement, which made easier the 
Government's task of presenting it to the 
Parliament and to the country as a whole 
Both Houses were in recess for much of the 
quarter, though the Majles found time to 
pass a Bill (now also approved by the 
Senate! revoking Musaddiq's decree laws 
except those which the Government wish to 
retain. 

X The extremist * proved ineffective and 
there were no serious disturbances, 
Musaddiq’s lieutenants, Shayegan and 
Ra/avi. were rear rested and put on trial 
with FalcmT Mus&ddiq himself continued 
lo serve out his sentence pending his final 
appeal. Once again little was heard of 
K.isham or the Fedayurt’C-island Baqa i 
was barred from returning to Kerman, but 
the Government still fought shy of holding 
elections there. The Communists suffered 


a major reverse in that a part, at least, of 
(heir organisation in the armed forces, 
gendarmerie, police and the National 
Iranian Oil Company (N.LG.C.) was 
exposed and some 500 or more persons 
arrested; this discovery, however, provided 
disquieting evidence of their basic strength 
and of she extent of their ramifications, 

4. The conspiracy was uncovered in 
September, In the armed forces alone 
between 400 and 500 arrests were made, 
mostly of officers up to the rank of colonel. 
A number of National Iranian Oil Company 
Officials i l i Abadan were also arrested. It is 
clear thut the services as well as the police 
and the gendarmerie, including key organis¬ 
ations such as the Military Intelligence 
Bureau, had been heavily penetrated 
throughout the country. It is particularly 
disquieting that a number of the arrested 
officers are men with a reputation for 
relative honesty and efficiency. One of the 
isms of the ringleaders was the eventual 
establishment of a " democratic republic/' 
possibly with Musaddiq as a figure-head 
initially, but it is not known whether they 
felt strong enough lo attempt to seize power 
in the near future, it is generally thought 
that they would have exerted all their 
forces to prevent acceptance of the oil 
agreement, f hey were in direct touch with 
the Soviet Embassy, though the Persian 
Government have deliberately not adver¬ 
tised this fact. 

5. The Tudeh Party suffered a further 
blow at the end of September when one of 
their main printing presses and propaganda 
distribution centres was seized, though this 
did not stop them getting their newspaper 
Wtmhtm out on the streets again three days 
later. 

6. The Governments success m the 
security field has done tittle, if anything, to 
strengthen their position in the country. 
The extent of the conspiracy revived public 
fears of Tudeh .strength; there was a 
clamour for the severest punishment of 
unitors, for a thorough purge of the civil 
administration, notably in the fields of 
education and justice where Communist 
penetration is undoubtedly heavy, and 
implied criticism of the Government for 
having let things drift in the past. 
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7. The Shah, with the thought of 
assassination ever in his mind, was also 
disturbed, even though a tour of Azerbaijan 
which he undertook in July had given him 
reassuring proof of the popularity of the 
monarchy. The conspirators included two 
members of his personal guard (though this 
has been denied) Lind they were in 
possession of plans of his summer palace. 

8. Whether the Shah would change his 
Government after ratification of the oil 
agreement was still a matter for conjecture 
at the end of the quarter, It had become 
common knowledge that he wished to pay 

early visit to Europe and the United 
States and might want to reorganise the 
Government before leaving. On the other 
hand his relations with the Government 
remained generally good. ZahcdTs largely 
mediocre rivals lived in hope, and their 
preparations for more active opposition 
increased, but there were still some influen¬ 
tial and less partisan Persians who fell, 
rightly in my view, that the Government 
had a number of important achievements to 
(heir credit and should be given a chance to 
show whether they were capable of carrying 
out the needed reforms after ratification of 
the oil agreement. 

Oil and other Foreign Affairs 

9, Agreement in principle in the negotia¬ 
tions between the Consortium and the 
Persians on the future operation of the oil 
industry and in the parallel Anglo-Ferstan 
negotiations on compensation for the Anglo- 
Imnian Oil Company and payments 
arrangements for the oil revenues, was 
reached on August 5, Signature of the 
English text of the full agreement was 
completed on September 21 and the 
Government presented the agreement to 
the Majles on that day and to the Senate 
on the next. Dr. Amin is long and 
histrionic speech to the Majles was well 
received, and only Qanatabadi openly 
91 tempted serious criticism of the 
agreement. 

10, In the hope of preventing Parliament 
from suggesting amendments lo the actual 
agreement and avoiding long public debate, 
the Government presented llie agreement 
U|1 der cover of a single article Bill (which 
theoretically precludes amendment, leaving 
Parliament with the simple choice of 
approval or rejection! ami asked each House 

select IK tit its members to form a 
facial committee to examine and report 
hack on the agreement. The great majority 

those elected to the committee favoured 
l ”e agreement, thus reflecting opinion in 


both Houses as a whole, and the committee 
made good progress. The I K-man parliamen¬ 
tary commission however, seized on the fact 
that the Consortium has given none but the 
vaguest guarantees about the rale of 
production of Persian oil after the first three 
years of the life of the agreement; this 
aspect was the one which, at the end of the 
quarter, appeared likely to give trouble in 
Parliament, 

11. While few Persians pretended to 
understand the details of the agreement, 
and ihe extremists opposed it in principle, 
insinuating that the Persian negotiators had 
been tricked, the prevailing feeling was one 
of relief that negotiations had been 
concluded. Lip to lire end of the quarter 
reaction to the payment by Persia of 
£25,000,(XX) under the compensation agree¬ 
ment had been surprisingly moderate. At 
the same lime there was a strong feeling 
(which the Government fortunately sensed 
although somewhat belatedly) that 
Parliament must not he rushed or coerced 
into approving the agreement, 

12. Persia’s general relations with the 
Soviet Union deteriorated markedly. A 
strong Soviet propaganda campaign against 
the oil agreement and a sharp note in July 
reminding Persia of her undertaking lo avoid 
entering into “ aggressive agreements" 
under the 1927 Treaty, and the uncovering 
of the military conspiracy all contributed to 
(his. The Soviet Embassy in Tehran gave 
the impression of being ruffled. Neverthe¬ 
less, the Persian-Soviet talks on frontier and 
financial questions continued in a fashion 
and reports appeared at the end of the 
period that there were reasonable prospects 
of formal settlement. The Persian 
Government behaved correctly but firmly, 
and in their reply to the Soviet note they 
categorically affirmed their right under the 
United Nations Charter to adhere to 
defence pacts* though the Minister for 
Foreign Affairs told me that in practice they 
had no intention of so doing at present. 

[X There was, however, much specula- 
lion about regional defence. The Shah 
raised the question with me on more than 
one occasion making it clear that his 
immediate preoccupation was the provision 
of increased military aid without commit¬ 
ments, There was considerable resentment 
at the refusal of the Egyptian Government 
io regard an attack on Persia as requiring 
automatic reactivation of the Canal Zone 
Base under the proposed Anglo-Egyptian 
Agreement and representations were made to 
the Egyptians by the Persian Government, 
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14. For the rest, Persia’s, foreign relation 
were uneventful. Anglo-Persian relations 
continue to make steady progress, though 
we are still regarded with much underlying 
suspicion and reserve. In August I was 
obliged to return a note which, in the 
contest oi flights hv civil aircraft, by 
implication postulated Persian sovereignty 
over Bahrain, The note had been written 
w ithout the Foreign Minister. MT.Entezairi’s 
knowledge hy a member of his department 
and to his considerable embarrassment had 
been addressed to all foreign missions, ill 
was agreed that to avoid a public argument, 
neither Government would advertise this 
episode,) More than once Mr. Entezam 
reverted to his desire to discuss 1,1 outstand¬ 
ing problems ” in the Persian Gulf after the 
oil agreement, and to improve Persia’s 
relations with her neighbours. The visit of 
the Iraqi Minister of the Interior at the end 
of the quarter gave promise of more 
practical co-o pc ration between the two 
countries in considering their common 
problems and their differences, the latter 
largely concerned with frontiers. 

Economic 

15. Persia's internal economy showed 
some improvement though this was due to 
force of circumstances rather than to any 
positive achievements on the Governments 
pari. The harvest was good, the Central 
Bank followed a cautious monetary policy, 
and the rate or increase in the cost of living 
declined. The energies of the Government 
were largely absorbed by the oil negotiations 
and. while the agreement and the attendant 
payments arrange men is should provide 
sound foundations on which to build, there 


w.ts Li l tie actual progress made in other 
.splitres. The yawning gap in the budget 
remained, only partially filled by United 
States aid. And except for the appointment 
of Mr, Ebtehaj as head of the Seven-Year 
Plan, little attempt was made to prepare the 
framework for future development With 
the Shah’s backing, Mr Ehtehaj started on 
his lonely task of bringing order into the 
country's development. He began by 
trying to call a temporary halt to the 
initial ion of fresh projects white a stock¬ 
taking Takes place. And having quickly 
decided that the budget would absorb the 
bulk of the oil revenues for some time to 
come, he set about raising frc&h funds from 
other sources, including the World Hank. 
But already he is facing opposition from 
many quarters. 

ICv If any reminder of Persian dislike of 
planning was necessary it was provided by 
the foreign exchange situation. The wave 
o r optimism engendered by the oil negotia¬ 
tions led to heavy imports and the rapid 
exhaustion of Persia's small exchange 
reserves. Unable to control the flood, the 
Persians in September had to cease payment 
rn most currencies including sterling and to 
live in hope that the great exporting 
countries will tide them over their 
temporary d it Real ties. 

17. I am sending copies of this despatch 
to Her Majesty's Representatives at 
Washington and Bagdad and to the heads 
of the British Middle East Office at Fayid 
and Beirut. 

I have. &e, 

R. B. STEVENS. 
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A NGLOPERSIAN RELATIONS 

Sir Roger Stevens to M'/. Eden. {Received October 29) 

I No. 66 Saving. Secret) Tehran, 

(Telegraphici October 25 » 1954, 

I had a long audience with the Shah on October 23. 

2. First we spoke about the oil agreement, ! said that His Imperial Majesty 
must be extremely happy and gratified that it had passed the Majlis by such a 
large majority and that 1 wlss sure his personal intervention had helped to reduce 
the opposition to such small proportions. He gave me in reply a brief account of 
the methods he had used -a combination of argument, cajolement and threats— 
io bring deputies to the right slate of mind, and also of the criticisms he had been 
subjected to for intervening too actively. He also said that compared with his own 
full-blooded endorsement of the agreement the attitude of some of hr. Ministers to 
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judge from their public utterances, apperadc half-hearted and cautious, which was 
a pity. 1 said that 1 was glad to observe that in his concluding speech Dr, Ann mi 
Had been careful to say that, in describing the agreement as the best that could 
be had m the circumstances, he had not intended to imply that it was not a good 
agreement 1 added that 1 was quite sure that the Government was really satisfied 
with the agreement and that their apparent reservations were largely tactical. The 
only thing that had worried me a little was that we wanted an agreement that would 
stand the test of time and some of the remarks mads might be quoted twenty years 
hence in support of the incorrect thesis that the Government at the lime was 
lukewarm towards the agreement. The Shah said this was bound to happen anyway: 
changes in circumstances might necessitate modifications: he hoped that as time 
went by increasing numbers of Iranian technicians would be employed; die whole 
structure of Middle East oil development might be transformed; after ail, ten years 
ago a St)/50 arrangement would have been unhearu of in the Middle East ; and so 
forth. Meanwhile, however, he was sure that the agreement was the best m the 
world and n ore satisfactory than the arrangement in Venezuela. I replied that we 
wanted the agreement to last, adding that I was sure the Consortium being broad 
based would be realistic and flexible in applying it. 


2. We then discussed the importance of eificieiu utilisation of the oil revenues. 
The bhah said that a committee was being set up ol which he woulo be the chair man. 
!i wa> a subject in which he had to lake j dose and personal interest, us the whole 
future of Iran depended upon it. He did not denim when l said that in the earlier 
stages some of the oil revenues would have to be devoted to budgetary purposes, 
but that bier on i hoped that the bulk would go to development. He said that 
he had high hopes regarding the utilisation of oil found at Kura. He also hoped 
dml oil in appreciable quantities would be discovered in every province of Iran, 
He spoke disparagingly of the project for a pipeline from Ahwiu to Tehran which 
he thought would prove unnecessary. 

3. The Shah then turned to the question of foreign assistance. He said that 
the Americans were proposing to make a LJ million dollar loan ior budgetary 
purposes repayable over twenty-five years; and he hoped that Mr. Henderson might 
return from Washington with other proposals in hi? pocket. Ilc rcmjnoed me 
lh a he had suggested cm an earlier occasion that it would be appropriate it wc 
were to make a generous gesture of some kind, and he asked what we coulu do in 
this connection, referring as hs did to “another Point IV.” I told His Imperial 
Majestv about the offer of £5 millions credit and explained that The whole matter 
was under discussion in London during the visit or the director of the Bank Mein, 

3 could not say at the moment what would come out of these discussions but I 
could assure him that Her Majesty's Government would make an effort within the 
limits ot their capacity to help Iran with her short-term foreign exchange difficulties. 
1 then referred to the possibility of technical assistance provided hy the British 
Middle East Office and asked the Shah if he would like to see the Director of the 
Development Division, Mr. Crawford, who was at the moment on a visit to Tehran. 
He said tlmi he would eladly do so and expressed particular interest in receiving 
assistance in the field of forestry. He spoke with emotion on the subject ot ihe 
appalling deforestation of the country. He said ihe Government needed to employ 
some 12 nno forest guards and required about fifty technical efcperls to help with a 
programme of comervation and reforestation. He thought Colonel Maitland before 
his death had given (i valuable indication of the lines along which such a programme 
could be operated, bin what was now wanted was that ii should he implemented, 
and for this purpose substantial technical assistance, and not merely a single adviser 
to draft a blue mint, was warned. He very much hoped that tins was a farm J 1 
assist in ice which Her Majesty's Government might nc able to undertake, 11 the 
British Middle East Office hud no funds for the purpose of providing the ueecssai> 
personnel perhaps the responsibility could be undertaken by Her Majesty s 
Government I said that wc h;id many calls upon our limited number ol expert* 
in ibis field but that I would certainly repon His Majesty s suggestion and also 
discuss ihe matter with Mr, Crawford during his visit 

4 We Then turned to the subject of the Shah's visit to the United Kingdom. 
I ennvcved to His Imperial Majesty the messages from Her Majesty ma from 
vour elf in respectively? paragraphs 2 and 3 and paragraph 4 of vmir despatch 
No 1M of October 6.' The Slitih was obviously disappointed to learn that he 
woilldnot beinvited to stay at Buckingham Palace. He did not show much 
enthusiasm about Sandrinnham or express any particular interest m having s day s 
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shooting. He spent some time turning over in his mind whether his visit should 
he formal or an informal one saving that the arguments in favour of a formal visit 
were that the resumption of relations and the conclusion oi the oil agreement 
provided a suitable opportunity, and he did not Know when he would have anoihei 
chance oi visiting the United Kingdom again. On the other hand, the rest of ills 
tour was informal, and it would be difficult to sandwich a formal visit to the 
United Kingdom into the middle of it. 1 did mv best to discourage the idea ot 
a formal visit saying that if would need considerably more preparation and might 
not be possible in the time available and would also leave less time for official 
discussions. The Shah then asked me whai kind of visit ii was that he had paid 
to the United Kingdom last time. 1 said that t believed it was a private one; could 
he tell me where he stayed? He said he thought he remembered having spent two 
nights at Buckingham Palace. I said I would take note of this and make some 
further enquiries. The Shah then said that assuming his visit was private and that 
he did not stay at Buckingham Palace the question arose how he should conduct 
his business while m London, lie made it politely, but firmly, clear ihat he would 
give audiences nither than pay visits. He wondered how this could be arranged 
if he stayed at an hotel. 11 he were to stay at the Iranian Embassy he could 
naturally give audiences there, but he indicated a preference for staying at an hotel 
providing some suitable place could be put at his disposal by Her Majesty’s 
Government to receive visitors. I said that l would go into this matter with all 
speed, 

5 1 then asked His Imperial Majesty what subjects he thought he would tike 

to discuss while in London. He said that he was pailicuJarty concerned with the 
whole question of Middle Eastern pacts and alliances. He would want to know 
whether Her Majesty's Government favoured the growth of mutual assistance 
pads under Article S3 of the United Nations Charter or some wider grouping based, 
for example, on the common faith of Islam—in otlucr words, an extension of the 
FureoPakistan Pact to include Iran and Iraq or some looser arrangement which 
might embrace the whole Arab world as well, Me said that he would be ready 
to describe his own plans for the building up of Iranian defence and to indicate 
what He thought Iran could afford he rid f over the next few years. He would say 
to us, and to the Americans when he got to Washington, that if wc attached 
importance to the place Iran occupies in a Middle Eastern defence system it would 
be up to us to supply additional funds mid materia] over the next few year', in order 
to provide a more rapid Hnid-up for (he Iranian forces, lie would like to discuss 
this aspect of our common problem*., bearing in mind the suspicions which Mil! 
prevailed about our rcadiitcs, to compromise with Communism, I suggested that 
he might like to take the opportunity ol Ids visit to England to hear something about 
our general policy m the cold war* He said lb'll he would very much like to do 
so and spoke tn enthusiastic terms of (he successful ctTorts which you. Sir, had made 
lo consolidate Western Europe since the rejection of E.D.C by the French 
Assembly, 

6. In the course of the discussion about the Shah’s visit 1 also gave him the 
message to your telegram ! InH of October 21- The Shah said that he had carefully 
weighed the pros and cons of making his visit in the winter and ihe spring. He had 

. lo the conclusion that it would K- better i" hi: i u> be &Wft) while the plaftS 
for financial and social reform and for Ihe proper utilisation of the oil revenues 
were in preparation returning when they were ready Lo be executed. From the 
point of view of discussions with Her Majesty’s Government he thought (here would 
be some advantage in having these before the situation* both in Iran and as regards 
the Middle Eaist generally, had crystallised loo far, When 1 suggested that he 
might give some clear public indication of his support for General Zahcdi before 
his departure he said that he had decided to give the present Government a chance 
to introduce reforms and* until they h id hud that chance, he was prepared lo back 
them Implying that this was now generally known here, he said that his intention 
eo leave the country had got the critics of the Government seriously worried. They 
professed to he afraid that the Government would take drastic action against them 
during his absence and also thal giving ihe Government an extension of life would 
be an encouragement to corruption. I remarked ihal the charges of corruplion 
were greatly exaggerated: u seemed to me that h existed principally in Ihe lower 
ranks of the civil service* which would be likely under any Government, and could 
onh be eradicated by hicber salaries and a reduction in the number of civil servants* 
The Shah iiE-ced with [his. and repeated lhat he was quite prepared lo give General 
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Zahedfs Government a chance. He would leave them in no doubt before his 
departure that they were being pul to the test and tha> hs expected them to deliver 
the goods on his return, <Ai the same lime he referred disparagingly lo Prime 
Ministers who surrounded themselves with business men and contract seekers,) 
I suggested that he might made a public stale men l designed at once to encourage 
them in this direction and to show (he people that the Government had his support. 
He did nut reply directly to this and I think that I may have to do some more work 
on him before he can be brought to make ihe kind of statement suggested in the 
first paragraph of your telegram 116K. 


EP 1941/37 


No. 33 


SUCCESSION TO THE PERSIAN ITIRGNE 

Sir Roger Stevens to Sir Anthony Eden. {Received November tv\ 

(No, 93. Confidential) Tehran „ 

Sir* November t6, 1954. 

I have the honour lo report lhat the recent death ol Prince All Resa in an 
aeroplane accident has raised in many Persian minds the question of the succession 
to the Persian I hrone, As you know. Sir, there has so far been no issue from the 
Shah’s marriage with Queen Suroya, and the only child of his previous marriage 
with Queen Faurieh was a daughter born in 1940. Although he had not been so 
designated, Prince All Reza was generally regarded as the natural successor lo the 
Shah if the latter should have no mate heir, not only because he was ihe next eldest 
son of Rezu Shah but also because he was generally considered to have inherited 
the necessary attributes from his father. 

2, The position now is unclear, partly because the Shah has never brought 
hhnseh to tackle ihe problem of (he succession, which Prince Ali Rcza’s death 
leaves even more open than .it was before, and partly because of obscurities in the 
Persian Constitution* The relevant provisions are Articles 36 and 37 of the 
Supplementary Constitutional Law of 1907 which were amended by a Constituent 
Assembly on the E2th of December, 1925, at the change of dynasty. These An ides 
in translation read as follows: — 

A aide 56 

"‘The constitutional monarchy of Iran is vested by the people through the 
Constituent Assembly in the person of His Imperial Majesty Reza Shah Pahlavi 
and his male descendants in success ion, 1 ” 

Articie 57 

“The [right of! succession to the Throne shall rest with the eldest son of the 
King, whose mother must be of Iranian origin.!'I If the King has no male child, 
the nomination of the Crown Prince shall be made hI the suggestion of the King 
and with the approval of the National Consultative Assembly, on condition that 
this Crown Prince shall noi be of the Qajar family; but at any time, if a son is 
born to the King, he shall he Crown Prince by right,” 

The original Article 37 of the Law before the l c >25 amendment read as 
follows: — 

Ohi A aide 37 

“ The succession to the Throne, when there is more than one son, posses to 
the oldest son of the King whose mother is a Princess of Iranian origin. In case 
Ihe King should have no male issue, the eldest |personl in the Royal Familv who is 
next of kin shall succeed to the Throne, If, however, in the hypothetical case 
mentioned above* male heirs should subsequently be born to The King* the 
succession will de hire revert to such heir/ 1 

Cl This Article -n far as il concerns the words “ Iranian origin " was interpreted as follows b> 
Act of the M a jits, approved on November 5. 193S:- 

" % 1 mothej of Iranian origin ■ mentioned in Article 37 of the Supplcmcnturv Constitutional 
Law, :t mother is mean! who in accordance with; Paragraph 2 of Article 976 of Ihe Civil Code is of 
fninian ancestry, nr $ mother who prior to marriage wrih (he King Of wtih ihe Crown Prince of 
Irani should have been granted Iranian Quality * as required by the hlp.h interests of (be country. 

(he the reeamnwndalion of the Oiwemmcrii, with (be approval of (he National Consultative 
Assembly and by decree of the reigning Sovereign “ 
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3* Most discussion so far has centred on the phrase in Article 37 “ on 
condition that this Crown Prince shall not be of tile Qajaf family.'' Whereas the 
present Shah and Prince All Reza. have no Qajar blood, the other five surviving 
sons of Rcza Shah had mothers of Qajar stock. There is no such person as a 
recognised constitutional lawyer m this country whom one can consult and in any 
case formal interpretation os the Constitution can only be made by the Mujles; 
but m liii> persons, including Members of Parliament and lawyers, interpret the 
above provision of Article 37 as excluding from the succession any persons with 
Qajar blood. There are, however, other Sawyers oi repute who maintain that the 
Shah's younger brothers are eligible for the succession as their father was a Pahlavi 
and it is paternity which determines the family to which the children belong. In 
this interpretation much of Persian and Muslim law and tradition is on their side 
and U may be that their opinion will eventually carry the day, 

4, Another complication is that Prince Ali Reza left a seven-year-old son, 
Ali Pahlavi. bom of a marriage with a Polish lady in France, The marriage was, 
as far as I know, not officially recognised by the Royal Family and is understood 
to have been dissolved. Mother and son are both in Tehran. The boy*s right 
to the succession is obscure. The first sentence of the new Article 37 can 
conceivably be read to suggest that it is only the eldest son of the King whose 
mother need be of Iranian origin in order for him to qualify as Crown Prince, and 
that, therefore, Alt Pahlavi would be eligible. However, it is generally accepted, 
by lawyers as well as laymen, that this condition, which is similar to the one in the 
old Article 3". was always intended to apply to the Crown. Prince, whether he 
should be the eldest son of the Shah or not. and that Ali Pahlavi is thereby 
excluded. 

5. One cannot, however, exclude the possibility of an interpretation being 
made to anil the circumstances, although probably not to the extent of the I93S 
case when the Majtes (sec paragraph 2 abovelt adopted Reza Shah's far fetched 
interpretation of the word '* origin L1 to cover the present Shah's marriage with 
Princess Fauzich, The general feeling at the moment seems to be that the 
Parliament or a Constituent Assembly would accept almost any reasonable 
proposal from the Shah about his successor and interpret or amend the Constitution 
as necessary 

6. The Shah himself, however, remains hesitant. He is still hoping lor a 
son. According to what he told me himself recently (my telegram Saving No. 71, 
paragraph 4j lie wants definitely to establish the prospects of Queen Suraya having 
a child on the basis of medical advice during his forthcoming visit to the United 
Slates. Until he has done so. he does not wish to commit himself. He admits 
that Prince AU Reza'* death makes the question more pressing but to his mind 
(his reinforces not the immediate need to appoint a successor, but the urgency of 
visiting the United States. Hh advisers on the other hand see grave danger in 
his making a long journey partly by air, without first naming a successor; and 
there has already been much talk of forbidding (he Shah from travelling in 
aeroplanes. The problem of the succession in relation to the Shah s forthcoming 
tour is thus unresolved and may well sivc rise to further Controversy before his 
departure. 

7, Other factors which might affect (he issue are: — 

fb none of the Shahs younger brothers is held in anything like the regard 
and affection which the people had for Prince Ala Reza; 

nil Prince Ali Reza was the Queen Mother’s favourite son and she may be 
tempted to promote (he cause of his son, Ali; 

liiii a number of persons haw even been mooting (he idea that the Shah might 
be succeeded by his daughter, Shahnaz. 

1 shall riot fail to keep you informed of any significant developments in 
this matter. 

9 I am copying this despatch to Her Majesty's Ambassador at Washington. 

I have, &c, 

R. R. STEVENS. 
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No. 34 


CONCLUSION OF COMMERCIAL RELATIONS BETWEEN PERSIA 
AND THE FEDERAL REPUBLIC OF GERMANY 

\fr, Wright m Sir Anthony Eden. {Received December 3} 

(No. 97 Ed Tehran, 

Sir. November 3ih 1934, 

I have the honour to report that important commercial negotiations between 
Persia and (he Federal Republic of Germany were concluded on the 9th of 
November in Tehran. The negotiations covered economic and technical 
co-operation, the confirmation of a number of commercial treaties signed in 1929 
and trade and payments for the next twelve months. In addition, there appear to 
have been some inconclusive discussions about the provision of medium term 
credits for Persia, 

2. I he fextn of the agreement regarding economic and technical co-operation 
is enclosed as Annex ure I. St is a broad agreement within the framework of which 
a number of special agreements are later (o be negotiated, and it provides not only 
for the exchange of technical information, but also for co-operation over 
development projects. It also contains provisions for the protection of German 
investments in Persia. 

3. According to a statement made by the head of the German delegation to a 
private rued mg of Persian importers, the first result of this agreement s$ likely 
to be the despatch of two agricultural and two mining experts to Persia. We have, 
however, been told by the German l egation in Tehran that any experts which are 
scut will have to be paid by the Persian Government. Again according to the 
German Legation in Tehran "this agreement may also lead to German investments 
in Persia, but no decisions are likely to he taken until the publication of the Bill 
for the Protection of Foreign Capital which the Persian Government are at present 
preparing, 

4. The negotiations reaffirmed the validity of the following agreement" signed 
in 1929: the Treaty of Amity, the Treaty of Establishment, the Treaty of Commerce 
and Navigation; and the Agreement regarding Trade Marks and Patents signed in 
1930, The text of the first three agreements are enclosed for convenience of 
reference as Annexures 30. 40 and 50. These agreements are to enter in(o force 
immediately subject to the re-negotiation of certain articles specified in a Protocol, 
which is enclosed as Annexurc 20, The following arc the main changes which are 
to be made in the old agreements: — 

Article 4 of the Treaty of Amity is to be altered in order to substitute 
arbitration by the International Court of Justice for the arbitration procedure 
provided in the original Treaty. 

Article 5 of (he Treaty of Establishment is to he completed by an 
agreement regarding double taxation. 

Article 6 of the Treaty of Commerce and Navigation is to be modified, 
presumably in order to give the Persians more scope in imposing import 
restrictions. 

Article 10 of the Treaty of i ommcrce and Navigation is to he completed 
by a special agreement about navigation. 

Finally, it has been agreed that most favoured nation treatment should be 
provided on a reciprocal basis. 

5. The arrangements for trade over (he next twelve months aim at achieving 
a figure of $60 millions for the German exports to Persia and S3Q millions for 
Persian exports to Germany (during the first seven months of this year German 
exports la Persia amounted to 528 millions and Persian exports to Germany io 
$11 millions). The disequilibrium in trade has been glossed over in statements to 
the Persian Press, which speak of a trade of $60 millions each way The Protocol 
governing these arraAgemenl* is enclosed as Amicxurcs 6 and 7*. In the case of 
German exports, no individual quotas have been fixed for capital goods, bin it has 
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been agreed that these would be subject to a global 411014 of 540 millions. 
Individual quotas; totalling 520 millions have been fixed for less essentials. 
Purchases by the Persian Government for development purposes will figure in a 
special account, which will not be subject to any of the above limitations. As 
regards Persian exports, quotas have been fixed for all goods which arc normally 
exchanged between the two countries, but no limit has been set on goods which 
are difficult to export. The Western German authorities have also promised that, 
they would do their best u> facilitate Persian exports to Germany and have agreed 
to reduce the Customs duties on carpets. The Persian authorities for their part 
have promised to do their best to improve administrative and material facilities for 
clearing goods at Persian ports* a point about which both the Germans and the 
Dutch have been complaining recently. 

6 . The payments arrangements until next September are governed by a 
Protocol which Is enclosed as Annex ure 80- Under this Protocol the credit of 
58 millions provided by Germany under the swing facilities m the existing clearing 
agreement is being transferred to a special account, and a fresh credit of 
58 millions, half of which will be provided by the Bank Deutsche)' Lac rider and half 
by German exporters will be made available, flic German exporters haxe in effect 
had to agree to the possibility of a 50 per cent, moratorium on goods paid for 
between now and May isec ( 6 ) below). This additional credit is repayable by the 
31st May and the original credit is repayable by the 31st September. The additional 
credit is 10 be used for the following purposes; — 

ia) The payment of Idlers of credit opened before the 31st October. 1954, all 
the pay ments of Category 2 imports and payments for invisibles up to a 
total of 5600,000 a month, 

ib\ 50 per cent, of other payments due to Germany, The balance of 50 per 
cent, is to be paid to German exporters m chronological order in so far 
as current resources permit, and in anv case not later than the end of 
May 1955. 

7. According to the Bank Melli there are some SI4 millions worth of drafts 
for German goods outstanding at the present lime, and even taking into account 
receipts from Persian exports to Germany during the next six mouths, it looks as 
though German firms are going to have to wail for part of their money bo lb in the 
case of goods alreadj shipped and of new business., Repayment of the two credits 
provided by Western Germany can be in dollars, sterling or any other currency 
acreed between the two Governments, I understand, however that the Persians 
have firmly refused to make payments in dollars. Payments arrangements after 
the 1st of October 1955 are to form the subject of further negotiations, when I 
understand the Germans hope to do away wiih the present clearing agreement 
in favour of some form of convertibility, 

8 . There have also been some discussions about a German credit to Persia, 
but it has so far been difficult to obtain any reliable information on this point. The 
head of the German delegation told a meeting of Persian importers that Western 
Germany would be prepared to give credits of up to four years at interest rates 
of the order of 819 per cent. One and a half per cent, of this would be to cover 
the cost of insurance bv the Hermes Company, and the balance would be interest 
charges. Dr Reinhardt admitted that the rate of interest was high owing to the 
tightness of credit iin Western Germany, but he expressed the hope that it would 
fall in a few month’s time. have also been told by Persian officials that the 
Federal Government had offered a one hundred million mark credit for the 
development of Persian industry but* according to the German Legation, this was 
simply a dressed up offer of the facilities already provided by the Hermes Insurance 
Company. In any ease the head of the Seven Year Plan Organisation claims to 
have turned down German offers of credit on the grounds that* as in the case of the 
French offer of a live billion franc credit, the rate of interest charged was too high. 

9 * The agreements reached seem to have been received with mixed feelings 
on the German side. The German delegation had. 1 understand, hoped to induce 
the Persians to abolish the clearing agreement and In pay interest on the short 
term credit which they were being given. But they met with a stubborn refusal on 
this point And now, according to the German l egation* German exporters are 
complaining that the enforced 50 p*r cent, credit which they are providing is placing 
a ureat strain on their resources and that the loss t>r interest on the money 
outstanding will wipe out much of their profit. 

V) Not printed. 
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Hi. If one looks beyond these immediate difficulties however* the agreement 
represents a substantial achievement from the German point of view and may well 
prove a milestone in Persian-Germ an economic relations. The trade figures aimed 
at. though high* seem realistic and they establish the principle, which the Persian 
Ministry of National Economy contested, that Persia's imports from Germany are 
bound to be well in excess of her exports to Germany. The revival of the 1929 
agreements should also provide a firmer basis for German trade and above all the 
agreement regarding technical and economic co-operation opens the door to a 
revival ol German inriLienee on something like its pre-war scale Although the 
ideas contained in the agreement have still to be adumbrated this is a development 
which* from a commercial point of view, we shall have to watch closely. 

II l am sending a copy of this despatch to the Commercial Relations and 
Exports Department. Board of Trade. Her Majesty's Treasury, the Export Credits 
Guarantee Department, the United Kingdom High Commissioner he Bonn and lo 
the British Middle East Office, Beirut. 

I have, &c* 

DENIS WRIGHT* 

Her Majesty's Charge tFAflarres.. 


EP 10338/8 No. 35 

SOY IE 1-PERSIAN AGREEMENT ON FINANCIAL AM) FRONTIER 

MAT i ERS 

Afr, It right fo Ur. fry. t Received December 14) 


Tehran, 

December & t I9?4. 


(No, 10338/20/54. Confidential) 

Sir, 

Nu. 1347 of December 2 (not repealed to other postsi. t 
^ 1 , Tri^■cFPeman agreement on financial and frontier matters had 
.ten sk'ik:! that day. Lavrentiev, the Soviet Ambassador, signed for the Russians 
and Hamid Say yah f 1952 Personalities No. 176). the leader of the Persian delegation 
who ho (J cs lo go to Moscow as Ambassador, for the Persians. The agreement is 
ctow being submitted to the Majlis and Senate for ratification. 

2 The text of the agreement will not be available until later to-day, it having 
only been presented yesterday to the Majlis bv the Miaisier for Foreign Affairs* 
A translation will be sent as soon us possible. On ihc financial ride bv way of 
settlement of all wartime claims of the Persian Government* I understand that it 
provides tor delivery by the Soviet Union of II 8 tons of 20 Id in two equal 
instalments at an interval of one week* starting a fortnight afte/the instruments of 
raificauon ere exchanged; and for the delivery ol two lots of merchandise, one 
valued at Uni led States S 8 millions and the other at 10 million rials within a year, 
_>n the bound anes, the Press (which h far from reliable! reports that some 
MU square km. will he restored to Persia in five areas cast and west of the Caspi m 
and that the marking of the agreed frontier will start three months after the 
exchange of instruments and be completed within eighteen months, 

settlement ol the financial claims, though lono overdue is a feather 
m the Persians 1 cap Against this, there is no doubi that* on the frontier side ihe 
Persians have had to make unpalatable concessions such as abandoning their dmn. 
lo Finish. There is, nevertheless, every prospect of the agreement's Heine 
rat 1 tied here, though how long the process will lake is uncertain. The local Press 
which has been forecasting a T ' new look " in Soviet policy in this part of the world 
(quoting as example the Bulganin incident reported in Moscow [degram No 1074 
to the Foreign Office of November TO), have given it a warm welcome; so also have 
such members of the Government and public with whom 3 have spoken 

4, 

and R,M. 


t am copying this letter to the Chanceries at Moscow. Washington Ankara 
I.E.O., Nicosia 


I have. &a 

D A H WRIGHT. 
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EP 3902 1 No. 55 a 

IRAN: HE A US 01 FOREIGN MISSIONS 

Sir Roger Stevens to Sir Anthony Ed&n. (Received November 12 i 


(No. 84. Confidential) Tehran, 

Sir„ November 8. 1954. 

With reference to Mr. Middleton’s 
despatch No. 233 of the 8th of July, 1952, 
! have the honour to transmit herewith my 
report on Heads of Missions in Tehran for 
1954. 3 he delay in submitting this report 

is regretted. 

I have. &c, 

R, B. STEVENS. 


nd usurer 

tsi.irkoJ, with an asterisk are reproduced 
from previous reports.) 

Alyhtekf an 

Vacant. Charge d'AtFaires: Mohammad Yuiun 
Khun. Firec JSeerciury (arrived June 17. 1952). 

Ri.ther a surly-tooking individual who appears ai 
mas* gatherings hui ha* nc«cr called on tfic. 


Argentina 

Minister: Benito Pedro Uambi iFebruary 17, 
1952). 

*&urn 1907. After an uneventful military career 
he joined The Diplomatic Service in 1^45 with the 
rank of Counsellor arid Consul-CeitffaL Appointed 
Minister in Sweden in 1946, Hit been absent quiie 
a lot from Tehran, but 3 «em» disposed to be friendly. 

Married to a caJ»urful Spanish girl some twenty 
years younger than himself. They ku- two small 
children. (Written in 1952 t 

I knew the 1 in Stockholm. They are 

plcjviut colleagues. They lead a very social life 
and are on more intimate terms with the Shah and 
Queen Snrayya than any other foreign diplomats at 
present. So far in 1 know* however, he Is careful 
tis avoid becoming enlunded in loc 1 1 polirkn. 

Atebit 

Minister Frieh Rielka-KaHtreu. fJLinc 23, 1952). 

■A career official who has recently served in the 
Munvirj at Vienna and was previously ul Cairo 
Friendly, and apparently well deposed, lie speaks 
faiT English and excellent French. Normally 
resident at Ankara, i Written in 1952.) 

Visited Tehran in October 1954 Makes 
favourable impression 

ildgiunt 

Minister: L. A. Coffin (August 13, 1951), 

Before coming hi-rc in 1951, M Coffin was Bely up. 
Ambassador in Moscow Then In his mid-torties. he 
mu it have been one i*f ihcif youngest Heads of 
Mission. Unhappily over-addiction to drink led to 
*•“ 'tensotson. This addiction still rwrvists. but at 
r>thtt tamci M. Coffin « lively, well informed and 


friendly. He thrives in the atmosphere of Tehran, 
being himself something of a gossip and mi 
intriguer. 

He and his young wife both speak excellent 
English, 

Bnuii 

Minister. Anlordti \i codes Vianna (April 20, 
1954), 

Horn I'm. Educated at the Law Faculty in Km 
dc Janeiro. A career member of the Brazilian 
Foreign Service since 1948. hie last post having bee ft 
Consul-General at Antwerp- Was Brazilian delegate 
,>n the Untied Nations Commission of Etiiiuiry sift 
the Balkans in 1947, 

Although he resembles a iuroj.il>' inflated toad, he 
is not without charm, and has cultivated tastes. He 
spe.iki excellent French. His wife hjs iust arrived. 
In her iitnenee there was ample ccinsnlaticm. 

Clitic 

Minister: Dr. Samuel Avcndano. 

Resident in Ankara. f have not met him. and 
believe he h.us not yet presented his credentials here. 

China iNatfwmUft) 

Counsellor : STuio CMng Hsu 
*Wl- haw no official relation* with this Mission, 
Mr. Hsu. who w.is previously in Rangoon, is 
intelligent and disposed ro be friendly. His wife is 
charming. (Written in 1952.' 

Orrboiduvakifl 

Minister: Dr. Joseph -faffi rn (January 14, 1953k 
SfidsU reap'd and rather benign. More polished 
and more easy to talk to ih,m the other Iron Curtain 
representatives here. Believed to be a forrotf 
I ! niv vrsiiy 1c Hirer, Speaks French. 

Ocomnik 

Minister Axel K-tspur Frederick SpWcm-Fiirdltf 
h tobfif 14, 1947). 

'Before coming to Persia he was for many yea^ 
<VoT!jubCenenit in San Francisco and had obvjouj.lv 
taken root there. He is meticulously formal aiw 
precise, but hacpiluNc and kindly Mme. SpCfofl' 
Fiedler, though vague, is agreeable. (Written I s 
h>5i ) Both speak good English and .ire extreme' 1 
friendly. 

faypi 

Ambassador: Mohammad Abdel Cbafi d l,,tbb,i r ' £ 
19541 

Bern I9f>5, Graduated in law from the Univcrs‘9 
• f Grenoble. A career diplomat. In 1936 wa* * 
member of (he Egyptian Delegation for treat) 
nagob.Liior^ with Great Brii.iiii ,tn<l afterward-* 
the cere lariat of the Egyptian delegation }\ 
Montreal, Ife was Charge d'AITsifti in Madd" 
and Counsellor in Wasbingtofl prior to his. 
appointment. 

He is affable when one meets him. but niPtfJJ 
and a limited experience Suggest that he it a 
customer. 

Ethiopia 

Minister Gnbre Mascal Kcfleg/i (July 27. 
Resident in New Delhi. I have not yet met h tif 
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I inland 

Minister : Bruno Rafael Kb.ikoski (designate). 
Resident in Ankara 


France 

Ambassador: Fraixpow Coulct (July iQ, I95t)), 
'Born in 190b and gruducted from the Ecolc Libre 
Scivruc:, Poliliquei. Jomcd the Dtplomudv 
Scrvicxr in 1935 ,ljkI served :h Moscow and Hcisinki. 
Jotrted tlic Free French Forces on June 19, 1940, 
■Jnd was duly dismissed by Vichy u month lulcr. He 
tt ' a:S Chef du Cabinet to General dc Gaulle from 
1941 t(j 1943, when he was appointed Scerelury - 
Gciicrei at the IVtfivturc of Corsica for j short 
Period, Subsequently returned io England and was 
^nl in June 1944 (n be General dc GuullcN Regional 
CtMnnisssionfir in Normandy mi mediately after the 
Allied landing*. After Lhe liberation of Paris he was 
rer u time delegate for Inter-Allied Relation* at the 
Uujj d‘Qrsay until he became Director of European 
khjirs In 1945. Appointed. Minister ut Helsinki in 
1947. (Written in 195L) 

M (bulet is now doy en, a role be pcrfor:-.is 
cnuraetcnthcolly with more dignity Ehan warmth 
His attitude towards his eoltcerguCh, and many 
Persian,s is lofty and condescending. He gives the 
impression of being thoroughly cynical and 
disillusioned. He is both able and aetire, but J 
four that his judgment h often warped by a strain of 
Mlf-importance verging on exbibitionisin. Personally 
have (onrid him u helpful colleague and. vo far as 
curt judge, a reliable one. Unfortunately his 
relations, and those of his Embassy as a whole. 
'■■ "h the Americans leave much to be desired, 

Mme, Coulct ss a Canadian bv birth anti was 
formerly married to [he Hon. Quint in Hogg (now 
~*’ r o Hailsham). Her personal qualities are n,ii 
1111 “lie her present husband's. 


Gunmuiy (F«kre| Rtpublic) 

Minister Dr. l.ut?, Gidhaincner (October J, J953i 
More of a bank official than ll diplomat and con 
s^qiwsntly seems always a little lost. Worked for a 
number of years before the war in Persia with the 
'Uni. VIdli. (Kcrniiinsfiah 1929 44: [ben Tabriz 
itr id Tehran, returning to Germany in I9^.> 
bpcaliM Persian and fair English and iv a student 
" tfl 2 i|an Atstotw. h said to have a good anti-Nari 
record 3 fis wife is -I typical German Amo/nw, 


Greece 

^boisier Jean Cailcrgis (designate). Residerul 

111 Ankara, 


**°ly Sec 

l^hrenunci" Mgr Ralbde Fnreh November 16. 

f Julian,Swiss by birth, h titular Archbishop of 
ynic. A charming, friendly and intelligent priest 
the - worldly ” type who bus previously served 
' J and appears to have a genuine admiration 

ofii^h methods and institution*. 

Ilbbgupt 

Jlffiistcr : 1st van Mumi (December 22. }95h. 

^ Believed to have been u carpenter and one-time 
cf Budapest. Screed in Paris (where he was 
Gi',. ^ Alhiire*. to the Spanish Rcpublrcau 

■ v crnnriciit) and Rome. He i not much seen and 
ih„ f H hc responsible for much covert work for 
mmc Pr^wh in a high aiucaky 
c ^- His wife h a grim woman. (Written in 1952.) 


fretted 

MiiHvEer: Dr. Hdgi Pal so n Uricm (September 29. 
1951). 

'Also Minister to Sweden, Finland and [he Soviet 
Iffijuti. Dots not appear in Tehran. (Written in 
|9?l,) 

1 knew Dr, Briem. whose parish is remarkably 
wide, in Stockholm He is pleasant enough, with 
an English wife. Hr ha* not appeared here since 
my arrival, 

Indooesiia 

Minister; Mafemud L. Liljuba (M,;j 23. 1953), 
A tight-lipped Rule nTiui who seems reluctant to 
converse though his English is reasonably good. I 
fancy he is full of Uutionaliisljt and ,inti-colonial 
trails, and be is still a Deputy in the Indonesia a 
Fa 1 1 Line m Hm wife li>oks rather pleasanter, 

Ireif 

Ambassador: Baha L'ddin Nuri (June 5. 1953) 
Formerly Charge TAfffiirtt (August 31, J95X>. 

A friendly colleague who speaks good English 
He i- inclined to regard the Persians as rather 
ridiculous people and becomes incensed over Persian 
claims to Bahrain. (Written in T952.) 

Promoted Aruban dor v «r place. A Kurd and 
jri ex-Gcncn] in the Jratji Army, from w hieh he is 
sard to have resigned m protest against the Govern¬ 
ment s anti-Kurdish policy. Sensible ami helpful, 
but not very rnneh liked by many Persians, whom 
he makes no uuempt to baiter, and perhaps on that 
aeeoum less influential than he could be 

Italy 

Ambaviudor: Bum* Giuseppe Vj'taliano 

Confaktmen Dune 17. 19541, 

Bom I9 i.K) jn, \-lLl.in, Has Nursed in Franco (in 
Lyons during the uun. Ireland, Geneva. Czechs 
Slovak la, Tripoli frinec the war), and at the Minisirv 
of Foreign A [fairs. 

On first acquaintance appeal vague and shifty 
bur is abler md streigJiter than he looks. Was left 
j fortune by bis first wife and is now married to 
an tractive and very Irish woman who was herself 
fanntTly ruirricd io a Czech. Since his second 
marriage has been very pro-Brnish. h reported to 
bv disliked by ibe French bccatiM of his wartime 
acuities rn Lyons, and to reciprocate. 

I have found him particularh friendIv to the 
UruiNh and he and his wife are most hospitable. 

Japan 

Minister; Suemitsu Kadnwaki (May 26. 1954>. 
Born IS9S. Graduate in Political Science of 
oMu Irupertal University Served in Paris, various 
delegations to [he League of Nations, Fekine, 
licrn.ii. .md Umgmo. After sendee in Tokyo wai 
.ipjkmited (. burwclidr in Moscow, where he served 
most of the war, 

On return to Japan in ] L M9 he reitrcd .md war 
employed by the C iltcs. IVtri-lcum Company which 
may esiplain his reeulf to ihe Foreign Service and 
appointment io Tehran, 

En&JT™* 3nSJJ,us U * ^ fri< * ndT y He speaks fair 
durdan 

■Ymbiswiduf . Ihvan P.ss iid (October h. [0541 
1 'mil recentb Counsellor and Charge d'AtTair« at 
Ankara. At one lime an mlfidal in the PalestjiH: 
AdrmnistralioiT. and served as assisLunt to ihe 
Rreadeni Adviser to the Govcrnmcni £1 ( ,\o cn 
E 939 -40. * 

Hr seems friendly and agreeable though not 
perhaps of high calihre. Ha* strong views on the 
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Arab bfael dispute perhaps bceaute He ii a native 
uf Palestine and tost his property there. 

Mas wife was formerly fudyin* wailing (o the 
Queen Mother of Jordan. His eldest son hopes lo 
go to London University. 

Lchanuo. 

Minister: MotuninmL Sttbca i M.-y 26, 1954). 
Formerly Counsellor in Buem& Aires, He and 
his attractive wife »re both Moslems. They seem 
intelligent, pleasant arid friendly. 

Nethcrim-Kte 

Minister ; Baron W. J. 0. Oevers (March 16, 
1954), 

A career diplomat who has served for some years 
in London tlatterly ax Minister Counsellor) and 
speaks excellent English Urbane. agreeable, 
friendly and very pro-British, I have seen a lot 
of Baron Levers during; the oil negotiation* and 
found him pleasant and sensible to work with. He 
may not be brilliant, but conceals a good deal of 
ability under an easy-g dog manner, 

N nnriy 

Minister; Ernest Krogh-Hacssn (October 16. 
1950). 

# Resident in Ankara. Is seldom seen in Teh rati 
hot is friendly and punciitfcmx when he does appear, 
(Written in 1952.) 

Poland 

Chared d'Allaire*: Karimtera Smiganowski 
(July 22, 

■A sale Hite, friendly in manner, who has recently 
married his secretary. (Written in January 1951,1 

Roan aula 

Minister; Traian Mieou (August 1®. 1952), 

An Unimpressive and small man who is less 
inclined than his Otetrh and Polish colleagues to 
mix with Western diplomats. 

Saudi VnlbiA 

Minister; Hnm/eh Clows (May 26, 194S). 

*1 only know that hr is amiable and picturesque, 
hut he talks no European language. His Arab dress 
adds to the colour of Tehran receptions. tWrilten 
jn January 1951.) 

Has acquired a young Persian wife and chifd who 
are sometimes seen in public. 

Soviet Lnimi 

Ambassador Anatoli Eos-iphorilch Lavrentiev 
(August L. 1953). 

He was Ambassador in Belgrade at the time of 
Tito's break with Stalin He arrived here at a time 
w’hen Soviet hopcv mitit have been high However, 
within a few day* Musaddoq had been overthrown 
and l.avrcnticv himself was the subject of wild 
runiisurj, Some said he Ji.id been isbol, others that 
he had had a stroke or a heart"attack, lie looks 
fit emiiigh now. bm i lie signature of I he oil agreement 
and the current drive against (he Tuifoh Party must 
be giving him cause for concern. 

He null i vale* an air af brusque btmhamlr, but 
ihc t.n>ntu'f;iie has hern wearing thin of late. He 
bus the reputation of being stupid, but 1 think it 
safer lo assume that he is shrewd and dangerous, 
bnl a bit worried iboul his minding in Moscow 
Speaks sivme French. Hen a wife who is more of 
a miter than tniwi Soviet wive*, 

Spain 

Minister ; I sidro dc las Cayigas Leper f August 23. 
19541 

Art elderly diplomat, who h sotrtclbing svf an 
orientalist He has spent so long in Arab countries 


thal he is really no longer presentable. His wife 
seems belter. 

Sweden 

Minister . Ragmidd Richardson Bfigge (Fcbnmfjf 
18 , 1953 ). 

A pleasant, well-informed, friendly, but very 
talkative colleague wilh an attractive Finnish wife. 
Was in Charge of the Frew Section of the Swedish 
Ministry of Foreign Affair* during the war. Has 
previously served as Minister in Smith America owl 
Minister. Counsellor in Washington. He and his wife 
talk esceflenl English. He was born in Canada, 
where his father was Swedish Representable at the 
lime, White n«t in the highest high? of Swedish 
diplomat* He is :i very satisfactory colleague 

Sw ii Ireland 

Minister: Dr, Roy t>an^ (designate). 

I understand Ur. G;mr. is a lawyer by profession 
who previously served in Helsinki. A First Secretary. 
M Marcel Groiscnbadtcr. is ;n present in charge. 
He and his wife are a friendly but retiring couple. 

Syria 

Vacant, Charge d*Attaints: AbduLGha.ni EE- 
RafiL rhtrd Secretary (July 10. 1954). 

lurkex 

Ambassador; Ali Fuat Turkgehli (August 8. 
1951), 

‘Born about IK9I. After being Minister at RlO 
tie Janeiro, Tirana and The Hague a.is lirsi Turkish 
Ambassador to India in 1949, 

A shrewd and capable career diploma). He is 
very wdl disposed towards us and laments ihc fact 
■ Hat Persia and Ihc Near Last fail to appreciate the 
Value of Western connection as Turkey dots, 
iWritten in 1951.) 

A kind and friendly man. Unfortunately he is 
in piKH health. Keeps in close touch wiih internal 
politics. 

United Stater 

Ambassador . I.oy W. Henderson (September 29, 
1951). 

“Bum 1892. After service with the Red Cross in 
ihc 1914- 1ft war he joined the Foreign Service in 
1922 and served in Bailie countries, and before and 
during ihc Iasi war in Moscow, where he wus Charge 
d'Affaires. Later Minister in Iran and head of the 
Ofiiec of Near Eastern and African Affairs of the 
State Departmcnl. Ambassador to India 1948-51. 
He h a friendly colleague, who appears genuinely 
to believe in Anglo-American ecHtjperatHJfi and to 
practise what he believes. Balanced and caul ions. 
{Written in 1951.) 

*Re ts married to a lady of Latvian origin who 
is incredibly indiscreet and raiher a 'menace, 
fWrilien in 1952.) 

I have the higbcsi opinion of Mr, Henderson and 
count myself extremely lucky to have had him m 
m> United Slates colleague during the oil negetia- 
lioics. f|e is widely tiked and respected here for hi* 
sound iudgment, penetrating understanding of the 
local situation, ami firm but unassuming personality. 
It would be Hard In imagine o better represcntalivC 
of his country .il itiis post 

Yewnncta 

Minister: Dr. Ramon Hermandeiron (designate *■ 

T^nilinia 

Minister; Ante Rukavma (February I, 1954). 
Formerly Counsellor in Stockholm. Look* 
extremely dense and tough but is pleasant, friendF 
and quite sensible. Speak* fair French. His '> lfL ‘ 
it a boumring peasant girl 
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EP 1534/57 


No. }6 


OPENING MEETING HELD ON APRIL 14, 1954 

U) 

Sir Roger Steven* ?<> Mr, Eclat. (Received April 14) 

(So. 315. Secret) Tehran. 

(Telegraphic) April 14, !9S4. 

Oil negotiations. 

The opening veering was held this morning and went off quietly (please see 
my telegram No. 32 3 L 

2. My telegram No. 316 contains text of aide-memoire which was handed to 
the Persians on the understanding that it was secret would not form part of 
permanent record and would after study he handed back hy the Persians. Comment 
follows in my telegram No. 320. 


EP 1534/58 (2) 

V ir R nger S /< i en v to Mr. Ltien. i Recti t at A pril / 4 ) 

(No. 316 Secret) Tehran. 

(Telegraphic) April 14,1954 * 

Oil negotiations. 

Following is text referred to in mj immediately preceding telegram 

We appreciate (he importance o reaching arrangements which wall result iti 
resumption of llow of Iranian oil into the world's market in substantial quantities. 

We also appreciate the importance of doing this in a manner which would meet 
the aspirations of Iran, in particular we would recognise the Government ownership 
of oil in the ground and of producing arid refining facilities. 

We hope, lor their part, Iran wall appreciate the importance which ihc 
Consortium attaches to the point that the arrangements need also to be satisfactory 
to the Consortium from a commercial standpoint. 

However, it is not a simple thing to meet both ihc commercial needs of the 
< ionsortium and the aspirations of Iran, Wc have not therefore prepared a detailed 
proposal a! this time but wish first to outline, as a basis for discussion, some of She 
more important features of what we have in mind. 

As a result of the goodwill established over many years and the investment of 
huge sums of money in distribute!: facilities, (he members of the Consortium enjoy 
M Very large marketing position in the eastern hemisphere. Neverthclcss, it wifi 
not he an easy mailer to establish the flow of Iranian oil in large quantities. 

The crude oil formerly drawn from Iran has been replaced by the plentiful 
supply of crude oil from other sources. The refining capacity once utilised at 
Abadan hits been supplanted by new refining capacity in other parts of the eastern 
hemisphere. To an increasingly great extent the Governments of ihc country in 
which oil products are consumed have required, and are still requiring, the company 
to erect refinery in iheir country. 

Despite these difficulties u would be (he hope of ihc Consortium to arrive ai 
a rate of production of Iranian crude (for export as such and for refining) d 
30 million ions a year by the end of (he first three years' operation. 

The operation of the refinery presents even ciudur problems, and the 
Consortium docs not expect to be able to reach a through-put rate of more than 
12-5 million tons a year by the end of the second year's operation. Even this will, 
of course, depend greatly upon available markets, 

The actual production and refinery programme for which the Consortium 
would strive during the firsl three years would be: — 

A total crude programme (including crude lor refining) in the first year 10 MT. 
in the second year 20 MT, in third year 25 M l . 

A refining programme in first year 6 5 MT, in second year 10 MT, in third 
year 12 5 M l 
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The Consortium members fed, if thex arc to provide a large-scale outlet for 
Iranian oil, there would need to be a suitable type of agreement between them and 
the Iranian Government which would make the Iranian oil available on terms anti 
conditions competitive with those prevailing in other Middle East countries* They 
believe the best method of doing this would be for the Consortium members to be 
granted, for their own account, certain rights and powers in respect of producing 
and refining operations including, among other things, the exclusive right to explore 
for. drill for. produce and refine and the righl to transport and export oil and gas 
together with the right of effective control and management of these operations, 
It is hoped that a way can be found whereby such an agreement Could be made 
within principles of nationalisation, 

ft has been assumed that the Government would not wish to have the 
Consortium participating in internal distribution or operation of Kerm.-iashuh 
refinery or KidfL-TShah field. Hence these operations are not included in the plan 
the Consortium has in mind which in other respects would cover the same trea as 
A.LO.C, 1933 Agreement. 

The duration of the agreement should be comparable with qualifying 
arrangements in the other Persian Gulf countries in order to make it competitive. 
The expiration dates in more important cases are: 

Iran, Basrah Petroleum Company, November 30, 1995, Iraq Petroleum 
Company, M uch 14. 2000. Mosul Petroleum Company, May 25, 2000, 

Saudi Arabia, original are:*. My 14, 1999. additional are. 2005- 

Kuwail. December 25, 2026, 

Under plan tie Consortium has in mind, I he Iranian Government and the 
Consortium would share equally m profit on the total volume of crude delivered 
aboard ship for export and that delivered to Abadan refinery For processing. This 
profit would be the difference between cost of crude thus delivered and a value for 
that crude which would be related to crude oil selling prices. Payment of Iranian 
Government share of profit would be made to it by a combination of a payment 
per ton and payment of Iranian income tux, main I > the latter. All such payments 
would be in sterling. 

As regards refinery 1 , the crude oil delivered to it would be included as stated 
above in profit share plum In addition there would be a processing fee on which 
Iranian income tax would be payable. In this way. the f consortium is convinced 
that Iran would receive its fair and proper share ot the profit attributable flu 
producing and refining activity in Iran lEtkcn as a whole on basts Consistent wilh 
that existing in other Middle East Oil producing countries. 

Ownership of existing facilities to be used by the Consortium in Iran would 
he in the Government, but these facilities would be leased to the Consortium 
members. A percentage of value of such facilities would be included by (he 
Consortium in its annual operating costs. New facilities required in future would 
be financed bv the Consortium and would immediately become the property of the 
Government and be teamed to Consortium members, A percentage of costs of 
sueh new facilities would likewise be included in the annu.ri operating costs. Please 
p ^ s Ut prascr and Hopwood. Harden is not. however, repealing to the American 
< ’ ompuny cancer ned „ 


EP 1534/59 131 

Sir Roger Smem to Mr. Eden, (Received April 14) 


(No. 319. En clairi 
(Telegraphic) 

Oil negotiations, 

Following agreed communique 
Begins. 


Tehran, 

April 14. IV54 

was issued at end of this morning's session. 


the first session of the conference of the Consortium representatives and 
Persian representatives was held at 11 a m. on Wednesday, April IT at the White 
F.d.kx- To open the meeting Dr Amini. the I lead of the Persian Delegation, made 
a statement as follows: - - 
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1 wish you welcome. Gentlemen, on behalf of the Iranian Government 
and the Iranian Delegation, and hope that you will have a happy and pleasant 
stay in our country. The efforts made by the friendly countries concerned 
towards the solution of the oil problem, and which have ted to the 
commencement of discussions, are much appreciated by the Iranian nation 
and Government, The atmosphere of friendship and good understanding 
which is essential to the settlement of any dispute, prevails to-day more than 
ever, and this in itself is the be*! guarantee of the successful outcome of these 
negotiations. I can assure you. Gentlemen, that the Iranian Government is 
determined, as has been pointed out by His Excellency the Prime Minister 
in his several statements on the subject, to solve the oil problem with due regard 
to the aspirations and interests of the Iranian people, and to Lhe principles of 
justice. We have no doubt but that the friendly countries concerned, fully 
aware of Iran's situation and of the heavy burden of duty which lies on our 
Government, will co-operate with us in arriving at a solution of the oil problem. 
1 he formation of a consortium, with all the difficulties which it has involved, 
in an outstanding proof of the goodwill and keen interest of the friendly 
countries concerned in regard to the solution of this difficult problem. You, 
Gentlemen, who are all of you eminent personalities* have by your presence 
brought us a firm pledge that the forthcoming discussions; will be conducted 
in an atmosphere of friendliness, cordiality and full understanding and will 
lead to a mutually satisfactory result,* 1 

Mr. Harden, on behalf of the consortium representatives, thanked Dr. Amini 
for what he had said and added that not only did he reciprocate what Mis 
Excellency had said, hut he assured the Persian Delegation of the goodwill of the 
consortium representatives, Mr. Harden fell that in view of this mutual goodwill 
a suitable solution could be found. Then the points which should be discussed 
between the representatives of the consortium and the Persian Delegation were 
mentioned by Mr. Harden and it was agreed that these points should he studied 
by the Persian Delegation in preparation for discussions at the next meeting. The 
meeting came to an end at 12-15 p*m and discussions were adjourned until 
Saturday, April 17. at 10 a m. 

Ends. 


EP 1534/74 No. 37 

PROGRESS OF NEGOTIATIONS 

Mr. Fry to Mr. Bettey [Washington) 

(Secret) Foreign Office. 

Dear Bedey, April 21. 1954. 

The telegrams from Tehran will have given you a full account of the progress 
of the Persian oil negotiations. But it may in any case he useful to you to have our 
assessment of the present position and we arc anxious, for reasons explained 
below, that this assessment should as far as possible be put acres- to the Stale 
Department. 

2, The Persians have objected to almost all features of the proposals put 
to them: to a profit-sharing agreement in principle, to live very substantial 
produel Eon programme which they were offered, to some aspects of [lie 
financial arrangements proposed, to sterling as the currency of the consortium and 
to British registration of the group service companies. They have agreed in 
principle to pay compensation to the Anclo-lranian Oil Company* bill obviously 
are preparing to argue the amount to the last penny On the other hand* aft 
reports from Tehran, including some useful ones from the Anglo-Iranian Oil 
Company and Shell representatives there which you have not seen, denote that (he 
Persians certainly want an agreement and indeed lhal mailers are "pine as well 
as could be expected We do nol suppose that the Persians will give way easily 
on all or even on any of the points mentioned above; tnu we fed reasonably sure 
di-ii their objections, as they now slant! are only a normal opening gambit, tactics to 
employ in buying a carpet. 
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3, We have seen no signs yet that the America ns lake a radically different 
view, but in view of our experience while the consortium negotiations were going 
on here you will understand our apprehension that as soon as the going becomes 
really hard they will begin to think of jettisoning the points of purely British 
interest. Compensation for the Anglo-Iranian Oil Company is obviously one, 
although it may be some lime before negotiations on thai point become critical.. 
Another two, British registration of the group service companies and sterling as 
the currency of the consortium, may be in danger sooner. For this reason we are 
anxious both that the State Department should accept our view, which is sincerely 
held, that it is much loo early to think of any concessions at all to the Persians, 
and that they should he in no doubt of our position on these particular questions. 

4. It is, briefly* ihai in agreeing to ihe proposals which have been put to the 
Persians wc have accepted a severe loss of both cash and prestige, We arc ready 
to take a much reduced stake in I he Persian oil industry {which was a purely British 
creation) although we do not believe that the consideration from other members 
of the consortium and the compensation fit anyh from the Persians wit! together 
prove to be anything, like an adequate recompense. The financial arrangements 
proposed will face us with a considerable dollar drain. Wc must do what we can 
to minimise these Josses; and compensation, registration and currency are three 
points at which wc can at least do something (For your own information we are 
particularly anxious to keep London as the financial centre of the international 
oil industry. Since the war. Royal Dutch .Shed. Iraq Petroleum Com party and 
Kuwait Oil Company and a number of subsidiaries of United States companies 
have ill operated from here) But quite apart from our arguments of plain selF 
interest we cannot ignore that if a settlement is too serious!) to our disadvantage 
it will not be acceptable to Parliament and public opinion here. We made so many 
concessions to the American point of view during the consortium negotiations 
that we arc now almost down to the hard core of points on which we cannot give 
way. We believe that wc made this dear to the United States Embassy, to Hoover 
and to the United States companies here, and do not think that any of them could 
in good faith recommend that the United States Government should press ns to 
make further substantial concessions in negotiations with lhe Persians. 

5* We shall be grateful if you will maintain pressure on the State Department 
on these three points and leave them :n no doubt that they cannot be treated as 
bargaining counters, In discussing the registration of the companies you can add 
an entirely practical argument which should appeal to all members of the 
consortium. This is that the companies must he registered in a country of which 
the Government will be capable of lending effective diplomatic support to them 
in any disputes with the Persian Government, Our own experience over the past 
three years proves this beyond doubt, since the Persian Government contested 
our right to intervene even on behalf of a private British company and would all 
the more certainly reject British and American representations on behalf of a 
company which was not British or American registered. We do not suppose that 
the Americans would suggest United Stales registration for the croup service 
companies (for both financial and political reasons we should think this out of I he 
question); and this leaves us with the conviction that on practical grounds alone 
the companies must be registered in lhe United Kingdom. 

6. We have considered another method of securing effective diplomatic 
support for the Companies, namely that an inier-governmenlal treaty should be 
concluded with the Persian Government to support and guarantee anv contract 
concluded with the consortium. We have discussed this with the United States 
Embassy here, who have reported unfavourable reactions from the State 
Department. We may revert to the subject later; but if meanwhile the State 
Department take Ehe line Ihai an inter-governmental treaty to support the 
consortium's contract is unnecessary or undesirable, il makes it all the more 
essentia? thai the companies should he registered in a country capable of something 
like effective diplomatic action. 

7. 1 am copying this letter lo Denis Wright at Tehran and to the Paris and 
The Hague Chanceries. 

Yours ever, 

L. A, C, FRY. 
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EP 1534/87 No. 38 

CONVERSATION BETWEEN SIR ROGER STEVENS AND THE 
SHAH OF PERSIA Q% APRIL 22, 1954 


0) 

Sir Roger Stevens to Mr . Eden i Received April SO) 

Tehran, 

(No. 18. Saving, Secret) April 24, 1954. 

) saw the Shah, at my request, at 5-30 p.m. on April 22 for well over an hour 
I said that some time had elapsed, and there had been various developments in 
Angio-Jranian relations since my Iasi visit. He at once remarked that he had heard 
a report thai the United Slates companies were dissatisfied with progress and might 
withdraw altogether if they did not get their own way, l replied that I had heard 
similar reports and had made a careful check which led me to believe the reports 
were exaggerated. They might appear a little impatient but were determined to 
explore the whole position thoroughly before reaching any hasty decision. We 
then talked at length about the tax route, the pricing of oil and the nationalisation 
law. He repeated many times that the settlement must conform to the 
nationalisation law, said that if it did il would not require Majlis ratification (.only 
permission to setl more than I million tons of oil) whereas if it did not il would 
need it and not gel it. He played on the Communist bogey for some time in 
terms with which 1 could not but agree. 1 said, however, that we had always 
recognised that a durable settlement must be within the framework of the 
nationalisation law, and this one must dearly do so. A way must be found off 
reconciling the companies position and that of the Iranian Government. The 
alternatives were too horrible to contemplate. On the other hand there were 
bound to be some features of the settlement which were unpalatable and fell short 
of the ideal from an Iranian point of view. It seemed to me that the Government 
should make it its objective to convince the public and Parliament that the 
settlement was the best they could get, that it would have been impossible to get 
agreement on any other terms, and that it would bring great benefits lo Iran 
whereas a failure to settle would mean disaster. 

2, At the end of our conversation, the Shah reverted again to the attitude 
of the United States companies and enquired what would happen if they did 
withdraw, I said thai such a possibility had not been contemplated, much less 
discussed. It would be a most unsatisfactory position and the other companies 
would be unable lo sell the proceeds of Persian production. Any suggestion that 
Her Majesty A Government or A.I.O.C. were not 100 per cent/ behind the 
consortium solution was false. It was now the only practicable arrangement. 
Shah said he quite realised the other companies could not take so much oil but 
perhaps Iran herself could dispose of some of the remainder. Could not Italy, 
Germany or Japan he brought into the consortium? I said they were not producers 
and could not help to make room for Persian oil by cutting back elsewhere. Am 
arrangement which enabled Iran to find a guaranteed outlet for only part of her 
oil would he most unsatisfactory. I assured hint that Her Majesty's Government 
and T personally to the hest of my ability, would make every effort to bring 
about a belter and more lasting solution than that, 

3 After this conversation 1 went to see the United States Ambassador to 
warn hint of what had passed lie told me he had seen Mr. Ala, Minister of 
Court, that morning and no doubt what the Shah had heard about ihe attitude 
of the United States companies was derived from that conversation, though it had 
got exaggerated m the process. He was glad to know what I had said to the Shah 
and would take the same line when he saw him on Sunday, April 25, 
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Mr. Aden to Sir Roger Stevens (Tehran ) 

£"*> Foreign Office, 

Dear Sir Roger, May /, 1954 . 

Your telegram No 18 Saving of April 24 reporting your conversation with the 
' ereat interest to us It seems particularly significant 


Shah has naEurallv been of 
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when compared with Henderson s accounts of his interviews with lhe Shah and 
Hussain Ala, 

2- We are not certain how much Henderson told you of hi-v interview with 
Ala. But the United States Embassy here have shown us almost the whole of his 
telegram although as 1 have said elsewhere, it would be better if you did no! 
mention this Aja attacked every single part of the consortium’s proposals with 
great vehemence, but, as we would exp&t when he was talking with an American, 
he laid particular emphasis on the impossibility of giving British nationality to 
the group service companies. He also repeatedly warned Henderson that" the 
A l.Q.C. with ” the British-con trolled 1 Shell group and the l ’ A.LQ.C -dominated M 
Gompagnic Francaise des Petioles would dominate the consortium and would 
certainly push out the American companies as soon as they could. 

3. This last warning is perhaps the key to the matter. On the morning of 
April 22, Ala is trying to persuade Henderson that vve intend to kick out the 
American companies , and in the afternoon the Shah is giving you what seems to 
be the clearest hint that we could make some arrangement without the American 
companies This looks like a classic example of the invariable Persian tactics ol 
trying to drive a wedge between us and the Americans, the mor® to be regretted 
because the Shah’s attitude may be of critical importance. We may hope that your 
answer to the Shah disabused him of the idea that a wedge can be driven, but 
the Persians hein gwhat they arc we cannot be confident, ff he"or anyone else makes 
the same suggestion again we would suggest the short answer that if the Americans 
should withdraw it could only be because the Persians were refusing to accept 
reasonable arrangements and we do not expect the other companies !o have any 
more interest than the Americans in unreasonable arrangements, 

4. [might add that we have tried to puzzle out what (if our guess is right} the 
Shah and Ala were hoping to gain by a split between the Americans and us in 
this affair; and we can find no precise answer. Whatever emphasis the Shah and 
others may lay on the Nationalisation Laws* a genuinely multi-national solution 
seems almost as important to Persian presentation: British preponderance in any 
consortium would hardly do. Perhaps, however* there is no need to look further 
for a reason than the irresistible attraction lhal such wedge-driving holds for all 
Persians. The old advice may be applicable: never mind so much what the other 
chap has in mind; make certain that he knows what you have. 

Yours sincerely, 

M. BUCK MASTER. 

(for R. ALLEN.) 


tlP 1534/S3 No, 39 

REVIEW OP THE PROGRESS TO DATE OP THE NEGOTiA 1 IONS 

Sir Huger Stevens 10 Sir Harold Cacti a. {Recci vfd April 27) 

(No. i5327 f 5.* 54, Personal and Secret i Tehran , 

My dear Harold, Tehran, 

ThK week there is not a great deal to tell you beyond what is already in the 
telegrams Indeed. 1 am afraid that with telegrams to Fraser and Hop wood as 
well as our own regular reports you may be getting overloaded* 1 assume, however* 
that you like to have telegraphic accounts of each principal meeting for the record* 
and having offered A,LO,C. a daily raiion of one telegram I which they have not so 
Far taken up) 1 fed that we must do the same for Shell. 

2 The prevailing impression is that since the Persians recovered from their 
initial shock the conversations have gone reasonably well and the speed at which 
each side has got down it) business seems to be highly commendable. Now that 
the Persians have realised Ihe reasons for the organisational structure, the tax 
route, &c.* they appear tn be making a genuine effort to sec what cun Ire done to 
meet a comet pi which, from their political point of view, is dearly very difficult to 
swallow, I do net so much mean any necessary alteration in fiscal legislation— 
this may not prove too difficult—as the whole idea of receiving revenue in the form 
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of tax on a profit sharing basis rather than by selling their oil. Personally, I think 
that this issue rather than management in the narrower sense is likely to prove the 
most crucial one and some of the Consortium negotiators, particularly Loudon, 
have been talking about the possibility that they might, within the next ten days, 
have to return briefly for consunations with their principals. If they did so, they 
would arrange that technical discussions should continue here during their absence 
and they might even meet at some point on the way* e.g,, Rome. I have not 
gathered yet how much* ir any, give in their attitude all this may portend; officially, 
at least, wc arc always told that any departure from the basic structure of the 
profit sharing arrangement would be a breaking point, 

3. The two matters of particular concern to Her Majesty’s Government which 
have come up during the past week arc sterling payments and British companies. 
In connection with the first, I should explain what has been happening about the 
Note from the Ministry for Foreign Affairs referred to in my telegram No. 332, since 
our uncoinmunicaliveness on this may have puzzled you. This Note was the most 
curious document with a long-winded, and distinctly confused paragraph about 
compensation jnd a short and very snappy one about sterling. Wc came to the 
conclusion that there was nothing in the compensation paragraph which need hold 
up discussions or to which any objections wc felt could not be voiced in my 
opening remarks—which they were, as you will sec when you compare the 
paragraph of the Note (copy enclosed) with the text of my opening statement. The 
refusal to accept sterling* however* seemed to us much more serious. After a word 
with Henderson who entirely shared my point of view I went to see M Enlezam 
and told him that the question of sterling payments (as opposed to the use of 
sterling earned) was a matter for the Consortium. As they had not yet discussed 
the question properly with the Consortium Iheit flat statement that sterling would 
be unacceptable appeared premature. This was a subject on which I could assure 
him the Consortium was absolutely firm and I thought that after they had talked 
the matter over they might find the terms of the Note* ff on the record, a positive 
embarrassment. 1 therefore suggested that he might like to take it back or hold it 
in suspense until the matter had been gone into further. 

4, Enlezam took all this in good part and said that he would have to bilk to 
the Minister of Finance, Dr. Amini, lie admitted that an earlier draft of the Note 
had been couched in more moderate language and that the wording had been 
tightened up in the Ministry of Finance without his realising it, Wc also 
subsequently discovered that the managing director of the Bank Melli had never 
been consulted about it, 1 have since heard, unofficially, from several quarters that 
the lust paragraph of the Note is being rewritten. We will, of course* send you the 
revised text as soon as we are in a position to do so. 

5. As regards British companies, I have nothing particular to add to recent 
telegrams. It is dearly going to be a difficult subject and I should like to have 
some indication from you some lime, how much importance is likely to be attached 
to it politically in London, As you will realise I have not hud any specific 
instructions bearing on the subject, though the Minutes Of the Working Party held 
an January 23 indicated views at that level and the advice of Angus Beckett and 
David Serpell has, as usual* been most i mail liable, 1 fully appreciate the economic 
arguments for British registration and for the rest have consistently maintained wiI h 
other members of the Consortium that this ls one of the few remaining shreds of 
the Union Jack which will help Ministers to defend what will inevitably be 
mi unpopular settlement in the House of Commons. But any indications you can 
give me of how minds are running on this subject, or would run if they 
were focussed upon it, would be most helpful. Which is likely to he judged the 
more important, this or compensation'.' 

6, As to the general scene (here arc too many people floating around and no 
one quite knows Who is saying wh u to whom. The various gradations of 
American : United States Ambassador* Hoover, Harden* Richer, make the position 
particularly ambiguous, Unfortunately* Harden and Loudon have removed 
themselves from Tehran and gone to live at an hotel seven miles away at the foot 
of (he mountains. Hoover has followed them (here and wc have been Irving to 
arrange ever since for Snow and Beckett to gel rooms at the same hotel so that 
they cats sit on the tail of the others. So fur wc have met with compkle obstruction. 
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bul we hope for beller things in a few days. This little bit of local colour may 
give you some idea of die difficulties under which we operate, 

Yours ever, 

ROGER bTEVENb, 


Enclosure 

Copy of .\'ofe (hied April 1>, t'*54, front Iranian Ministry of Foreign Affairs 


Your Excellency, 

Further to ms letter No. 381 of 14th April the Imperial Iranian Government 
has now given full consideration to the contents of \oue letter ol April 9. and hereby 
conveys to your Excellency its views concerning the various points covered with 
the request that you kindly communicate them to Her Britannic Majesty* 
Government. 

I’hc representatives ol the Consortium having now arrived in Tehran, the 
Iranian Government is ready to enter into discussions with them in a spirit of the 
utmost goodwill. We hope that these discussions, which will be conducted on the 
basis of complete understanding* will lead within a short time io a mutually 
satisfactory result. 

With regard to your suggestion that two specific matters should be withheld 
from discussion with the representatives of ihe Consortium and dealt wjih between 
our two Governments, my Government’s views arc us outlined below: 

On the subject of compensation and counter-claims the Iranian Government is 
■a i 11 in l 2 thm this matter should he separately discussed, and since die parties to this 
dispute are the Iranian Government and the former company, direct negotiation 
on this subject should take place between the said two parties. Her Britannic 
Majesty's Government may of course enter these discussions as representing that 
company. With regard to the procedure to be adopted, considering that the 
Iranian Government agrees to the principle of settlement of compensation and 
counter-el aims it is felt that the several possible alternatives which exist as- you 
point out, should he examined and whichever is deemed to be the most practical 
and the most conducive to a speedy settlement, should be chosen from among them. 
As regards the method which you suggest as being the most convenient, and in 
connection with which you refer to a claim by the former oil company for 
compensation in respect of the period between the natin mil Isa lion of the oil 
industry and the final agreement, the Iranian Government Feds that this is one of 
the alternative courses which could lie studied, with of course due regard to Iran's 
claims including that for damages resulting from the economic blockade which 
precluded the sale of oil by Iran after the nationalisation of the industry, with a 
view to determining whether or not it has an advantage over other alternatives. 
This statement cannot of course be interpreted os an implicit acceptance of the 
purport of the specific alternative mentioned in your Excellency’s letter. The basic 
principle in the light of which the ultimate choice of procedure should bs made is 
that the assets of the former company should be evaluated, the claims of Ihe Iranian 
Government should be determined, and the facilities should he accorded for the 
liquidation of such sums as may ultimately be found to be due by one parly or the 
other. 

With regard to the second matter which you suggest should be dealt with 
directly between the two Governments, namely. Iran’s use of sterling, and a proposal 
contemplated by the Consortium to the effect that sums payable to Tran should be 
piiid in sterling, in the view of Ihe Iranian Government a proposal to this effect 
would be unacceptable. In the event that in the course of discussions with the 
Consortium representatives, such a proposal is made, the Iranian Government's 
views in connection with it will be expressed on Chat occasion, 

I avail myself, &c. 


Mr. 4 Urn to Sir Roper Stevc/n 

EP 1534 83 

(Secret and PersonaII Foreign Office, 

Dear Roger, Way L t9M. 

In Harold Ciiccla's absence I am replying to your Personal and Secrel letter 
No. 3 5327 3/54 of April 21, which contained some of your preliminary impressions 
of the way in which negotiations were going. 
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2, First, however, we have to congratulate you mid your team on ^ery 
satisfactory progress towards a payments agreement. Apart from your own efforts 
wc have presumably to thank the sensible and practical, as distinct from political, 
approach of the bank Melli, Our own impression was that the Persians were in 
fact reconciled to accepting sterling as the currency of the Consortium, and that 
their categorical objection to it was a bargaining manoeuvre designed to improve 
their position lor the real argument on the extent to which wc would give them 
convertibility. But whatever the explanation, it is very encouraging to have out of 
the way a point on which wc might have had considerable difficulty and little, if 
any, support from the other parties to the Consortium. 

3. On the debit side we now have the intervention of the Shah in the most 
unhelpful scnse._ The United States Embassy have shewn us Henderson's accounts 
of his conversations both with the Shah and with Ala i please do not mention this, 
since the Embassy were apparently no! supposed to). Reported in exrenso. the 
conversations seem even worse than was indicated in your summary. We do not, 
of course, believe all that the Shah says. Wc realise that his pathological fear of 
the extreme nationalists and his constant tendency to compromise with them may 
well make him much more obstinate on the main issues than his own Government, 
Rut wc cannot help wondering whether he is not putting the maximum pressure 
upon the Americans with, among other things, the object, which he seems always 
u have in mind, of extracting some more military assistance from them. On the 
oilier hand, wc see very clearly the point which both you and Henderson have made 
m slightly different terms* "that it will at best be extremely difficult for the 
Government to get the Majlis to ratify a settlement if there is a in doubt whether the 
Shah approves it. We must certainly take his intervention seriously, 

4. The current telegrams will have given you our views on British nationality 
for the companies; but on this 1 shall have one point to add later. 

5, l can best explain our own general impressions and policy as follows, Wc 
have very little doubt that this is our last chance of gelling a Persian settlement. 
This ts not so much for the reason usually advanced that if wc do not get 
a settlement Persia will collapse into chaos and Communism. We have heard Ibis 
often enough before- It may be true this,time, (hough l am sure you will he the 
first to agree that Persian political developments arc unpredictable. But we are as 
certain as we can he I hat if we do not reach a settlement now we shall soon Eind 
Ihe Persians managing their own oil industry, not of course with complete success, 
but with enough to put out of the question any idea of our recapturing it As you 
will have seen from the telegrams to and from Rome, our blockade of Persian oil 
is now on its last legs. There are many interests, other than the Italians, which 
would soon be in the field. There is no doubt whatever that the Persians 
can themselves produce crude oil, and we estimate that, failing a settlements we 
should quickiv find them exporting, entirely on their own account, something 
between 5 and 6 million tons a year. That we think would lie sufficient to put the 
Persian industry as far out of our reach as the Mexican oil industry now is, and 
indeed if might have ;i worse effect on our other Middle Eastern oil interest* than 
even a relatively unsatisfactory oil agreement. In our view, therefore, it will now 
have to be a very bad settlement before it is worse than no settlement, I cannot, 
of course* say whether such an argument would convince Ministers; but it is at 
least a stronger one than the debatable contention that we must reach a settlement 
to prevent a Persian collapse 

h But even if it became Her Majesty's Government's policy that, an 
agreement must at whatever cost be readied, we do not think that wc have yet 
reached the time for any concessions, and certainly not foT concessions on the purely 
British interests of compensation and British nationality. The Persians (its! 
positions were dearly far removed from their final breaking point*. They want a 
settlement; and we have nothing to lose at this stage by obstinacy. We have no 
doubt, therefore, that we can safely adopt what are after all on!v perfectly normal 
negotiating tactics of refusing to make piecemeal concessions, and indeed of making 
concessions only when we are quite certain that they are necessary and when we 
can see precisely what we shall gel by making them. If any have lo be made at all 
the Orsi must obviously come oh the questions of management and the method oi 
payment to the Persians. (We assume that the Persians are in fact ready to accept 
a fifty-fifty division of profits and that it is the method and not the result which is 
in disputed The first object of the negotiations is to discover whether the Persians 
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Lind the Consortium can agree U> arrangements for the future operation of the 
industry and the emx of this question, management and financial arrangements, 
must inevitably he pursued first. The compensation negotiations wilt in any case 
proceed separately, and if arguments on the nationality of the companies should 
reach complete deadlock we can always reserve our position on it and leave it for 
settlement in the final haggle. _ Any concession on the nationality issue would* jn 
any cise, he a matter for Cabinet decision here. 

7. I hope that this answers your question whether nation a I it v of the companies 
or compensation is the more important to us. We should not wish to decide this 
for the present Apart from the gene ml reasons of policy and tactics which I have 
given above, we think that it will lie much easier to lake such a decision, if we must, 
in the final stages. If we had an answer to the question: “ lust how much more 
compensation will we get if we concede British nationality? * We might find the 
decision relatively simple. 

Yours ever, 

R, ALLEN, 


Et 1534/99 No. 40 

NEGOTIATORS CONSUL! WITH THEIR PRINCIPALS 

ill 

Mr. Erie it to Sir Roger Stevens {Tehran) 

<N 0.463. Secret) Foreign Office. 

(Telegraphic) May //, 1954. 

Your telegram No r 435 [May 4: Persian Gill. 

We understand from Shell that the negotiators are planning to leave Tehran 
about May 20 far consultation with their principals. If they do, we hope they will 
come to London so that we may have-an opportunity to discuss their proposals 
for the next move, and that these meanwhile will be kept as flexible as possible. 

2. We hope also that in the meantime the negotiators will maintain firmly 
Lhe present demand that the nationality of the Group Service Companies should 
he British, 

3, We have been considering, however, whether there is my alternative 
jrra ngement which might meet our requirements The Ministers concerned have 
approved that you should have discretion: — 

hd to discuss with the Consortium negotiators, for their own information only, 
the ideas in my immediately following telegram: and 
if the negotiators accept this alternative to put it to the Persians ai such 
time as you ihink it would have Ihe best effect on your negol Lilians on 
Compensation. 


EP 1534/99 Q) 

V/r L Edct f to Sir Roger St evens {Tehran) 

{No* 464. Secret) Foreign Office 

(Telegraphic) May 11, 1954. 

My immediately preceding telegram, 

VVe have been insisting on United Kingdom nationality for the Group Service 
Companies for reasons of (a) prestige and (b) exchange control. 

2. The only alternative that seems to offer hope of satisfying both the Persians 
and ourselves, and we should hope of being accepted by all the Companies is that 
the Consortium should set up a British Company in the United Kingdom which 
m turn would set up subsidiaries, with Persian nationality, to handle the operations 
in rCf$i;i, 
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3. The advantages of this would be: — 

(if The consortium Company, having United Kingdom nationality, would 
met our requirement of prestige and strengthen further the position 
of London as the centre of the international oil industry: 
tiii The operating subsidiaries* having Persian nationality* could be held up 
by the Persian Government as satisfying Persian national aspirations; 
tiii) Whatever accommodation is arranged with the Persians over control, the 
expenditure of the operating subsidiaries will in the final analysis be 
a consortium affair and would naturally he subject to the conirol of 
the proposed consortium Company in the United Kingdom. In this 
way we should be able to get a sufficient measure of control over the 
dollar expenditure of the operating subsidiaries. 

(ivi If the operating subsidiaries had Persian nationality, with no layer of 
other nationality above it. the Iraqis and others mighi well demand (hat 
In their cases also the Companies operating their oil industries should 
have their nationalities. The proposed alternative would therefore give 
away as little as possible to national sentiment elsewhere. 

(vj It might also improve chances of a settlement that would last. An 
operating Company of no ei-P ersian nationality might well be challenged 
sooner or later, 

4. It would be easier for us to claim a right of diplomatic protection in respect 
of inju ry done by die Persian Government to British interests in a Persian Company 
than in respect of a Company incorporated in some third country such as 
Switzerland The right of protection could be secured by Inclusion in the 
Agreement between the Persian Government and the United Kingdom Company 
or the members of [he consortium of specific undertakings by the Persian 
Government regarding the treatment to be accorded by it to the Persian Company 
and possibly also of an undertaking by the Persian Government to indemnify the 
United Kingdom Company or the consortium members against any injury caused 
to them directly or indirectly through any failure by the Persian Government in 
its duties or obligations towards the Persian Company. If the consortium formed 
a British company to manage itv affairs, it might moreover be easier to propose 
an ■* umbrella treaty*’ between Her Majesty’s Government and the Persian 
Cover time nt under which the latter would guarantee to keep its contract with 
the consortium. 

5. This has all been discussed with A LO.C. and Shell They do not wish 
to commit themselves until they have had an opportunity to discuss with their 
negotiators in Tehran and with the American companies. On the strength of 
reports from London, Shell is convinced that there is no hope of obtaining entirely 
British nationality and also doubt whether the consortium could obtain effective 
control if the operating Companies were Persian* A.LQ*C seem to think that* if 
we cannot get United Kingdom nationality* Persian would be no worse than that 
of any third country. But A.LG.C. do not think that any concession on nationality 
should be made before agreement is reached on compensation, Both Companies 
agree, however, that the idea should be examined. 
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Sir Roger Stevens to Mr . Eden. (Received May 15) 

iNo. 495. En Clair) Tehran, 

(Telegraphic) May /5* 1954. 

My telegram No. 490: Oil Negotiations, 

Following communique was issued after tonight's meeting (May 15). 

After five weeks of negotiations between the Government of Persia and the 
Consortium, during which there has been a cordial and frank exchange of views, 
Ihe three negotiators of the Consortium and some of their advisers are going to 
consult with the principals of the companies constituting the Consortium* who are 
foregathering in London for that purpose. Other members of the Consortium 
party will remain in Persia As is to be expected in matters of such importance. 
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certain questions have arisen during [he course of the negotiations! which make 
such consultations necessary. The three Consortium negotiators intend to return 
to Persia alter the meetings in London and to advise the Government of Persia 
,is to the views ol the Consortium on the questions which have arisen. It is 
hoped that discussions between the Government of Persia and the Consortium 
may then be resumed in the same spirit of mutual good will that has so far 
prevailed. The Consortium representatives have also expressed their sincere 
appreciation of the very warm and friendly welcome and of the many kindnesses 
which have been shown them in Persia. 
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PRINCIPAL POINTS UNRESOLVED BETWEEN CONSORTIUM 
DELEGATION AND PERSIAN GOVERNMENT 

Sir Reger Stevens to Mr. Eden , \ Received May 20) 


Tehran , 

(No, 26 5. Confidential} Sfav 19, !9S4 

Following is brief summitry of principal points which are unresolved between 
Consortium delegation and Persian Government together with mv comments uixm 
each. 

Hi Operation an agency basis or as principals .—Wc arc satisfied that Persian 
Government will never accept Lhe latter. Whole future of negotiations therefore 
turns on companies’ acceptance of former with proper control by companies over 
operations on which agreement in principle appears to have been reached (my 
telegram No. 514}. I understand that at a meeting to be held in State Department 
before United States principals set <m for London they will be told that there is in 
the view of United States Government no possibility of reaching agreement on 
basis of operating on their own account. To judge from their altitudes here f do 
nol imagine that AJ.O.C wifi raise difficulties and I have the impression that Shell 
are fairly reconciled. I he risk exists, however, that since operation as agents 
involves uncertainty, the question of consideration may be reopened, 

O Whether the principals in an agency arrangement shall be NJ.O£. or the 
Iranian Government. The Consortium representatives here believe that it will be 
possible to find some compromise and they do not appear [o regard it as a sticky 
point since the Government will he clearly behind the whole arrangement* I hope 
that they will return with instructions which enable them to be flexible. 

(?) Number of Iranian nationals on hoard.— Discussions have so far been on 
a basis that the board will consist of seven persons of whom two will be Iranian 
Government nominees with full rights. The Persians have at various times sought 
j majority of Iranians; this has been rejected. If this point is not to cause serious 
difficulty I believe that it would be desirable for the Consortium to return if possible 
with authority fn undertake to appoint one Iranian of their own choosiuc from 
among their five nominees, with some safeguard regarding quorum requirements 
designed to avoid Iranian majority ai any time. 

14» Nationality of droop St-nice Companies .—T here is nothing to add to irtv 
telegram No. 500 at the moment. 


£5) Volume of production and proportion of Iranian to total Middle East 
production.—So far (he Consortium representatives have undertaken to guarantee 
W minion ton* m ihe first year, 20 in the second and 25 in the third Thev have also 
stated that the industry in Inm would thereafter be in a position to compete for its 
fair share m the increase in demand for Middle East crude oil on a royally cost basis 
I understand, confidentially, that United .States Ambassador has recommended that 
companies should be pressed to agree to increasing foregoing figures to 12 
and 40 respcclivcK My impression is that this would satisfy the Persians and 
would help to abate demand for oil for separate disposal for themselves. It would 
perhaps suffice if figures suggested by Henderson were given as targets nil her than 
!irm undertakings: but in my view some concession here will he useful, As regards 
undertakings rcTatine to period after third year I would hope that it might be 
possible for the Consortium to give some assurance based simply on the facts of 
the Middle Fast oil situation to the cflta that Iran will be treated equitably and 
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that there will be no differentiation between Iran and other Middle East sources 
ol supply under this head, 

i to Royalty ail. 1 he Consortium has offered K per cent, of crude production; 
the Persians are demanding 15 per cent. The Consortium is offering the oil at posted 
price: the Persians maintain with reason that they are not interested in any royalty 
oil at this price. I fear that this will be a very difficult issue since the Persians are 
determined to have some royalty oil at a price at which they can dispose of it 
profitably, wit lie the Consortium is naturally un willing to create a precedent by 
letting i hen I have oil below the posted price or in greater quantities than elsewhere 

t7i Price. -The Persians are still objecting to the division of profits being based 
on posted price iess 10per cent. They have, however, admitted frankly that they are 
holding out on this point for bargaining purposes, i'hey would probably aurec in 
the final stages tl given an assurance that the benefits of any better arrangements 
concluded with other Middle Eastern countries Saudi Arabia! would be 
extended to them. I he Consortium have already said that they would considci 
in such ,ui eventuality the possibility ol introducing modifications but it mav be 
necessary to be more specilie and I think thev should il possible be empowered to 
give a firm undertaking if necessary. 

£8) Refinery foes —The Persians are still questioning the J.v bd. refining fee 
ol which they would receive 50 percent. The Consortium have produced figures 
(o snow that this gives the Government a bigger income per ton than am other 
refinery in the Middle East. 7 hey have indicated that there might be some increase 
m the fee, 

IV) Valuation of Southern installations — fhe Persians are objecting to the 
writing up to current lor ns they say inflationary) values of these installations other 
'•ban the refinery. I understand that if the same basis were followed as in \rm 
to which the Persians frequently refer, and all new expenditure undertaken in the 
Jnsi 10 years were included, she gross figures now m dispute would be reduced hs 
some U millions. This might provide a possible solution. 

(m Fee on internal consumption oil .—Persians are claiming refined oil at cost 
Consortium insist on normal refining fee This is a point of political importance 
lor Persian Government who are subject to periodical attacks regarding internal 
price. In view of practice in Venezuela, dancer of precedent already exists and f 
wou Id ho pe Co n sort■ u m won Id be e mpowsred t o make concession United S n t 
companies are likely to prove the most difficult. 

f II) Length of contract. Persians have proposed 20 years but have indicated 
readiness to consider longer period tf agreement is’ general I v satisfactory 
Consortium have asked for 50 years. Range of compromise is circumscribed bv 
fact that (a) Persians will probably refuse to go beyond 1433 concession period 
viv,, 39 years; ih) Americans are insistent on minimum of 40, having regard to length 
of concessions elsewhere. Authority to go down to m 77 Would be highly 
desirable. * 7 
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GIL NEGOTIATIONS 

( OMl-KKA] ION BETWEEN HIE PERSIAN AMBASSADOR IN 
LONDON AND Mr. EDEN IN GENEVA ON MAV 29. 1954 

(I) 


Mr, Eden to Foreign Office i Received May 19\ 


,-r < , , .- u i. tu km ut ra i inference. 

ITelcgraphic) Hay & m4 

On ihe instructions of his Government, the Persian Ambassador in London 
came to see me in Geneva to-day a hour the oil negotiations. 


: - £ llvi; *-ke Persian note of the discussions with the Consortium 

m Jen ran and said that, for the Persians, the most important unsullied issue was 
the nationality of the operating companies, Both from the point of view of the 
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mitiomd Nation law and of Persian public opinion, it was highly desirable dint these 
Companies should have Persian nationality, I said that the Persian Government 
were not the only Government which had to consider public opinion and that, in 
view of past history, these companies should in justice have British nationality,, 
The Ambassador said that, however this might be any agreement which did not 
provide for Persian nationality was unlikely to be accepted by the Persian 
Government. Nor even if it were accepted, would it be likely to stick. Ho had 
heard the suggestion that the nationality of a third country might be proposed. He 
considered that the reaction of the Persian Government would be: If not British, 
why not Persian ? ” 

3. l said that I would lake note of his views and trusted that the Persian 
Government would equal!) Lake account of mine. But the Persian Government 
must realise that this was not £ question which affected Her Majesty's Government 
and the British member of the proposed Consortium atone. According to our 
information, the other members felt as strongly, if not more so. 

4. the Ambassador went on to sa; that the question of nest importance for 
Persia was production. The figures proposed by the Consortium for the next three 
years were not too bad for refined products, But the proposals for crude were 
inadequate and the Persian Government hoped that within say four years Persia 
would secure the same proportion of the total of Middle East production as in 
1950. I commented that it might be difficult to negotiate on such a basis and that it 
was probably more realistic to talk in specific figures. This was a matter for the 
companies and, while I would he ready to encourage them to be as forthcoming as 
they could, I could not order them to divert production to Persia. 

5. The Ambassador ihen raised the question of the Board of Directors and 
most-favoured-nation I rea linen t l spoke on (he lines of the departmental brief of 
May 27. 

6. The Ambassador also drew my aiiention to the strong disagreement of the 
Persian Government with the Consortium's contention that there should he a !0 
per cent, reduction from Ihe posted price (see last sentence of paragraph 3 of Persian 
Notci. But he did not develop this poinl 

7. He asked what were our views on the duration of any agreement. I said 
40 years. He replied (hat the Persian Government had proposed 20 years, hut that 
perhaps a figure in between 40 and 20 years could he reached. 1 remarked that il 
(he Persian Government could not accept 40 years exactly, 1 hoped that the figure 
would be much nearer 40 than 20* 

Please see my immediately following telegram. 
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Mr. Eden to Foreign Office iReceived May 3v) 

(No. 505. Secret} UK DEL to Geneva Conference. 

(Telegraphic! May 20* 1954. 

My immediately preceding telegram: Persian Oil. 

When the Persian Ambassador had finished, 1 said that l must raise live 
question of compensation and I emphasised the importance of the Persian 
Government settling Oils issue in a reasonable way. 

2 The Ambassador said that he agreed that (he question must he settled once 
and for all. He wished id advance what he said was a purely persona! idea, He 
knew that (he Persians had a lot of counter-claims. He was not appraised of the 
details and suffice U to say that Kashuni had said that the result should he for (he 
Persians to receive a net payment of £900+000,000. Would not the easiest way he 
for the slate to be cleaned by balancing claim against cOunier<laim? 

3, ( said that ihb would not do. The Persian Government should, in their 

own interest* be seen by the world at large to behave fairly over compensation. 
In order to help them we had been ready to avoid reference to future profits. The 


SEC RET 


SECRET 


85 


Ambassador acknowledged this, Bui we could not admit that counter-claims 
washed out our remaining justifiable claims. There was also the sum that would 
be due for the assets which the Consortium would not take over (Naftt-Shah, &c.L 

4. I realised the Persian Government's difficulties with its own public opinion. 
But we were not asking for a single large down-payment. We were prepared to 
accept payment over; say. 20 years w hich should not strain Persian economy when 
once oil was flowing. 

5. The Persian Ambassador asked what sum 1 had in mind. I said that li 
knew that we had considered £300,000,000 a reasonable net figure. As a 
demonstration of goodwill. 1 understood that our Ambassador in Tehran had. on 
his own authority, said that we might he prepared to accept even a half of (Ids sum. 
We were waiting for a Persian reaction. 

6. The Ambassador asked what 1 would think of the appointment of a single 
neutral arbitrator to settle the issue* for instance, a Belgian l said that li was not 
against arbitration as such, On the contrary. But we believed that undesirable 
polemics might be avoided if we could settle (he issue out of court between 
ourselves. Should this unfortunately prove impossible, 1 would not shut m> mind 
to the Ambassadors suggestion, which I assumed would mean that both sides 
would in advance bind themselves to accept the result of the arbitrator's award as 
a final settlement But 3 asked him* meanwhile, to do his best to persuade his 
Government to settle direct with us rime and tempers would be saved and a new 
period of co-operative effort should start with hopeful prospects, 

7. The Ambassador said that he agreed with my preference for a set I lenient 
out of court between ourselves, if possible, and would its to help it forward. 

8. He is returning to London on Monday and hopes to see Sir W. Fraser in 
ihe near future. 
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PROGRESS OF NEGOTIATIONS 


Sir Roger Stevens to W. Eden, (Received Jam h 


(No. 41. Cortfid e ntial) Tehran 

S jr > . , t , May 29. 1954. 

hj^ve (he honour to report that the departure some ten da vs ago of the 
C onsortium negotiators for consultations with their principals has been received 
with apparent calm here. The Persian Government were well awn re from the 
negotiations themselves of the need for such consultation and have taken pains 
tu aiiiiy suspicion of a deadlock. They have emphasised the mutual desire for a 
settlement and the friendly nature of the talks and the necessity for the Consortium 
negotiators, not being plenji?otemiEirics+ to refer buck. They have made no secret 
of the fact that control of the industry is the main problem; have discreetly given 
themselves credit for resisting proposals which might run counter to (he 
Nationalisation Law m ibis and other respects; and have hinted that they expect 
the negotiators to return with modified instructions 


2, At the same time the Government are being careful to leave themselves 
room for manoeuv re, I he C onsortium had advised them against go ing the Majles ei 
detailed account of proceedings for fear Lh+U this would have a hardening effect on 
opinion* and they seem to have agreed with (his advice. Official communiques have 
been uninformative on matters of substance and General Zaliedi and Dr. Amini 
the Minister of Finance, when recently addressing closed sessions of the Senate 
and Ihe Majles on the progress of the negotiations, gave only broad indications of 
ihe points eiI issue whilst stressing the Government's defence of national aspirations 

3. On the surface the atmosphere in Tehran is one of comparative confidence. 
The main issues though often mis reported in detail* are now well known, The 
Government have stepped up their " educative ,H efforts and admirable ankles on 
the realities of the international oil business arc appearing in (he newspaper 
Eneidiu. which went out of its way in one of them to include a complimentary 
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reference to this Embassy, Sonic newspapers continue to prophesy failure, and 
there have again been uneasy references to the possibility of the Government's 
seeking to modify or u> '* interpret ' the Nationalisation Law. Most newspapers, 
however, are still optimistic. Some are over-optimistic taking it for granted, inter 
aUa, that the consortium negotiators should not have a difficult task in persuading 
their principals that the Nationalisation Law is sacrosanct., and that ultimate 
Persian control of the industry will be conceded, (Pained surprise is sometimes 
expressed that the negotiators were" inadequately briefed "on the Law before they 
came out,} 

4. Under the surface, however, there is considerable uneasiness. Much of 
this is not directly connected with the oil question, The politicians and the people 
are forgetting that General Zahedi rescued the country from chaos nine months ago 
and arc growing increasingly impatient with the Government for having done little 
or nothing positive during its tenure of office in spite of generous assistance from the 
United Stales and the relative political calm of the last six months. The rising cost 
of living and the incessant stories of Government corruption, which contrast with 
the virtually unanimous opinion that Dr. Mussadiu was at least personally honest, 
have not helped the Government's case with the public, which is undoubtedly eager 
for some measure of reform. The attitude of the politicians is coloured more by 
personal ambitions. There are already some live or six personalities more or less 
lobbying for support as the next Prime Minister. So far none of them appears to 
be prepared to conic out strongly against the Government but iheir manoeuvres 
arc becoming generally known and are contributing to the unset! led ness. Dr. 
Musad dices leading supporters and fellow-travellers are lying low hui (here is stilt 
a strong clement of opinion which,, whilst regretting his grosser follies, still harbours 
considerable sympathy for what they consider Lo have been; his honest attempts 
at reform and his safeguarding of national independence. This feeling is reflected 
in the speeches of those Majles deputies who disassociate themselves from many of 
Dr. Mussadiq's actions hut take pains to express their agreement with what they 
vaguely refer to as the aims of the “ National Movement. 

5. Until the Government have something positive lo show for their time in 
office restlessness will probably increase. And it seems unlikely that the 
Government will have anything much to show pending an oil settlement. There is, 
for instance, no sign of their Liking steps against corruption which, although there 
is little fifst-h-iiid evidence, seems to he practised on a fairly large scale in some ot 
the highest quarters of Government, As regards the oil problem itself the general 
mood has changed noticeably from (hat of three of four months ago when the 
Government, in spue of its lack of positive support, enjoyed a large measure of 
what at wofst could be described as benevolent neutrality towards its efforts to find 
a solution. Much of this has been dissipated by the delay in starting the 
negotiations and rhe length of the negotiations themselves. Even those persons who 
are aware of the complexity of the issues involved are showing signs of impatience 
and pessimism at what they consider to be slow progress; and the political gossipers 
and intriguers do not help with their repeated if muted rumours of Anglo-American 
disagreement. One of their favourite stories which we are constantly discounting 
is that the British are opposed to a consortium settlement or, in some versions, lo 
any settlement at all. 

6. Growing uneasiness might well lead to a more articulate altitude of open 
criticism of* if not opposition to* the Government if a settlement in some form or 
other with the assurance of early oil revenues, is long delayed after the return of 
the consortium negotiators. I do not wish to give the impression that all tliose 
Persians not connected with the Government arc waiting for the first favourable 
opportunity to attack the Government. There are a respectable number of 
influential Persians who have no love for the Government hut who are sufficiently 
responsible to see the need for an oil settlement and to understand that this is 
probably the Iasi chance of getting one. And the people, if the agitators continue 
to be kepi under control, would no doubt be glad to see an end to the futilities of 
the List few years if a settlement is soon followed by the tangible benefits of a 
lowered cost of living and opportunities for employment. But a Persian 
Government, and particularly a Government tacking popular support, cannot 
expect lo survive for ever on promises and hopes. The Persians have lived loo long 
on these already to be deceived into accepting them indefinitely in place of more 
solid sustenance. 
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7. I am sending copies of this despatch lo Her Majesty’s Ambassadors at 
Washington and Baghdad, the Head of the British Middle East Office* Fay id, and to 
the Head of ilic Development Division of the British Middle East Office at Beirut. 

I have. &c. 

' ROGER STEVENS. 


EP 1534/166 No, 44 

AGREEMENT REACHED ON FORMING A CONSORTIUM COMPANY 

Foreign Office fo UK DEL fa Geneva Conference 

(No, 1174. Confidential) Foreign Office, 

(Telegraphic) 1 j tme } ft /9y4. 

Your telegram No. 643; Persian Oil 

Representatives of the Consortium met the Middle East Chi Committee on 
June 35, 

-■ , They said, that agreement had now been reached on the following proposals, 
with which the negotiating team will reiurn to Tehran 

(«) The Consortium would form a " Consortium Company " in the United 
Kingdom with British nationality. 

(At I his Company would form subsidiary operating companies On which it 
would hold all (he shares) for the operations in Persia. The.se would have Dutch 
nationality. If the Persians would not agree lo Dutch nationality the negotiators 
had discretion to suggest a neutral, Belgium seeming to them the’most suitable for 
legal reasons. The negotiators do not expect* however* to have to resort to this. 

irf The member-companies of the Consortium (not the Consortium Company 
in the United Kingdom! will also form a servicing company of United Kingdom 
nationality to deal with procurement and staff for the operating companies If the' 
Persians will not agree to this* the delegation have discretion to propose that these 
functions should be carried out* cither by a British subsidiary o f the operating 
companies or by ( j branch in the United Kingdom of those companies. The 
member-companies have undertaken that in any event I he functions of servicing 
would he done in the United Kingdom. 

3, On the other points hitherto not agreed with the Persians* e.%. control and 
volume of production* the Consortium negotiators said they were satisfied (hat 
they had been given as much latitude as could reasonably be riven in view of 
the member-companies’ other interests in the Middle East. I hey seemed ffiirh 
confident that their new proposals would be accept able to the Persians 

4 It seems u< us that the proposed company structure is satisfactory We 
have made cle.ir to the leader of the team, Mr. Howard Page* the importance you 
attach to ensuring that the operations of the Consortium outside Persia are firmly 
and effectively retained in London. He appears fullv to accept [his, and we have 
the impression that he can be relied upon not to abandon the points which are 
important to Her Majesty's Government. 

5. We arc in touch with the Netherlands Government in order to ensure that 
there are no technical difficulties (especially in regard to Exchange Control) over 
giving Dutch nationality to the operating companies, 

6. The Consortium asked that each of the four Governments interested should 
try to negotiate an exchange of letters with the Persian Government !o establish 
their right to intervene on behalf of the Consortium and lo take disputes to an 
international tribunal. We arc in touch with the United Stales Embassy on this 
and shall he consulting the other two Governments shortly. Wc have already 
prepared a draft exchange of letters between Her Majesty’s Government and the 
Persian Government which might serve us a model. 

7. The A TO t . seem on the whole satisfied with the agreement they have 
reached with other members of the Consortium and I believe the negotiators now 
have a good hand lo play. 
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EP 1534H86 No. 45 

PERSIAN COMMENT ON THE OIL NEGOTIATIONS 

Sir Roger Srevem to Mr. Eden. {Received June 22) 

(No. 48, Confidential! Tehran t 

Sir, June 19, 1954. 

With reference to my despatch No, 41 of the 29t li of May, ! have the honour 
lo submit a report on recent Persian comment on the oil question. I he imminent 
return of the Consortium delegates and the Government's educative campaign give 
it particular importance, 

2. In the Semite, the Minister for Foreign Affairs and Mr. Jamai Emami 
(Personality No, 80 of 19521 have shown considerable courage an their manner of 
emphasising the paramount Importance of an oil settlement. Mr, EiUezam said 
that the Government would not be deflected from their course by demagogues, 
while Mr Emami went so far as to say. in effect, that settlement must he achieved 
at all costs, and to describe Dr, Musaddiq's nationalisation of the industry as a 
betrayal: typical!v, he attributed this betrayal in part to the machinations of Soviet 
and British hirelings. The latter touch was lacking when Mr. Emami gave a 
member of my staff the day before whal turned out to be in effect a rehearsal of his 
speech, 

3. Mr. Emami was bitterly attacked at the next session a few days later by 
Mr. Reza Divan-baigi i Personality No. 43 of I9S2) who maintained r hat the events 
of the past three vears were the natural reaction of an oppressed people and that 
Persia, having managed without oil for three thousand years, could do so again if 
needs must. Mr, Emami was not intimidated, and seems to have had the best of 
the argument in the Senate. Elsewhere lie has been attacked bv a section of the 
Press and a number of deputies, but he has received a surprising measure of support, 
much of it admittedly from newspapers friendly to the Government 

4. Though some Nationalist deputies have continued to sound oil in the 
Majtes most of the deputies arc still behaving fairly responsibly and the Presidents 
of both Senate and Majtes have told me this week that they regard the situation 
as rolls in hand. The Minister of Finance has told the Majlcs that it is no use 
their criticising his budget since nobody could do better without an oil settlement. 
He carried the House with him, and he told me afterwards, perhaps over-conndenilv, 
that any Minister w ho speaks with sufficient vehemence can silence demagogues. 

5 There have been many reports in the Press in the past week that the Sluh, 
the Government and Parliament are now united in their determination to achieve 
an oil settlement. Unfortunately, at the same time, responsibility lor 
Mr, Divan-baigi's attack on Mr, Emami is being attributed by a number oi people 
in Tehran to the influence of the Shah, who nominated ilim to the Senate., Then 
suspicions may not be without foundation. I hux, while the Shah seems prepared 
to give the Government a measure or support, he may well be keeping open a 
possible line of retreat, and engaging in his usual tactics of playing both ends 
against the middle, 

6, Recent Press comment has contained much that is admirable, and clearly 
Government'inspired, on the facts of international oil. Speculation has been 
nearer the mark than usual. For example, some newspapers have not always 
blamed the Anglo-Iranian Oil Company f A.1.0.0 alone for the delay in reaching 
settlement and have taken the American companies to task for insisting on control 
of management of production by the Consortium, There has been a Mattering 
reference lo the part which you. Sir, and the United States Administration have 
nhved in the negotiations, though vour unxictv for a settlement was attributed to 
self-interest in that you are said to realise that, without a settlement, Persia would 
irtrtn be iblc to sell huae quantities of oil directly to Italy, Japan and Germany. 
ikereby undcrmiiiing ilie present syslem of world marketin'. 

7 Recent comment on control of management, compensation and the 
A I C gives cause for disquiet. As regards management and its attendant 
problems such as the nationality of the operating companies, comment is hopelessly 
confused Nevertheless it is clear that many people here are expecting, or at any 
r tie '‘ inviting '* proposals far removed from these which the Consortium will brim. 
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8. As regards compensation, the A.l-OX-'s claim Inis more than once recently 
been quoted as £100 millions. (We have been careful to avoid any mention of 
this figure here, and it is not clear how the figure has been obiuindd.) Persian 
counter-claims are said to cancel out or even to exceed this figure, and it is being 
affirmed that the Persians will never agree to compensation for losses directly 
incurred as a result of nationalism ion. Dr. Antini is. quoted as putting Persian 
counter-claims at 1150 millions. He has denied to me giving any Press interviews 
on compensation, let alone mentioning any figures, but I have little doubt that the 
Press are being given some undesirable official guidance on this subject. One 
newspaper concludes from ihe absence of a Treasury representative: atne-ng the 
returning negotiators lhai compensation will not be’ discussed until the future 
operation of the industry has been decided. I am taking steps to correct this 
misapprehension. 

9. Members Of the A,LOT delegation at present in Tehran are disturbed 
by the extent of critic Ism of l he company, most of which lakes the form of a 

E scudo-historical accompaniment to the theme of compensation. Furthermore, the 
lead of Tehran Radio has warned nij Press Attache that broadcasts hi [he 
Governments educative campaign wiM u inevitably contain some unfriendly 
references to the company for internal consumption," though the Minister of 
Finance has told me that tendentious references will be avoided. 'We Lire 
investigating what has actually been broadcast.) It is a very natural source of 
concern to the company that they should continue to figure as principal whipping 
boy in spite of the major contribution which they are milkinc towards a settlement 
and I shall do what 1 cun to persuade the Government to exercise restraint. 
Nevertheless I should have said that criticism of the company is not nearly so 
vicious or widespread as it was m the early days after the resum pi ion of relations, 
even allowing for the fact than one's sensitivity tends to be dulled after months of 
reading Tehran Press comment. 

10, The one general conclusion which 1 think it legitimate to draw tram 
recent comment is not, I fear, encouraging. There is still no doubl of the 
Government's determination to achieve a settlement, but the interval in the talks 
and the relative weakening of the Government's position, appears to have brought 
about a hardening of their attitude on the question of compensation I suspect 
they realise that (hey will have to make unpalatable concessions over Lhe future 
operation of the industry ''though they will fight every inch of the way! and that 
they hope to obtain a virtual cancellation of claims and counter-claims as a quid pnt 
quo. This has, of course, always been on the cards, Tf S am ri^ht, we shall more 
than ever need the support of the United States Government and Embassy and the 
members of the Consortium other thin the AJ.0.C, on the compensation issue. 

11. I a in sending copies of this despatch to Her Majesty's Representatives in 
Washington and Baghdad and to (he Mead of the B.M.E.O. at Fayid and Beirut 

J have, &c. 

ROGER STEVENS 


EP 1534/203 No. 46 

AUDIENCE OF HER MAJESTY’S AMBASSADOR WITH THE Sil AH OF 

PERSIA ON JUNE SO 


Sir Roger Stevens to \fr. Eden, \Received July 61 

(No, 43. Saving. Secret! Tehran, 

(Telegraphic) Jedy /, 1954. 

I saw the Shah at 10- 30 &.m. on June 30, The audience lasted lor one hour 
and twenty minutes. His Imperial Majesty was exceptionally genial and \ have 
never heard him talk with greater clarity or force. 

2, V\ hen I raised the question of the oil negotiations he at once said that lie 
was not at all happy about the latest turn of events. He understood from Dr. Amint 
whom he had seen that morning that the Consortium were jibbing at the inclusion 
of words which made clear how their authority was derived, As he understood 
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the position, the two sides were more or less agreed on the manner in which control 
should be exercised by the Consortium and supervision by the Persian Government, 
The Persians had thus given them the substance of what they were insisting upon 
and they had also agreed that there should be a majority oi non-Persian directors, 
He could not understand why in these circumstances they should refuse to admit 
that they were operating on behalf of and for the account of the Persian 
Government If they were worried about the reactions of Arab countries they could 
surely point eq the fact that they would have effective control. He had informed 
Dr. Amini that unless this point could be cleared up to the satisfaction of the Persian 
Government he would not be able personally to support an agreement. 

3. I toid His Imperial Majesty that I was not myself completely up-to-date on 
the latest meeting with trie Consortium which had taken place last night. I 
understood* however* that they had offered to describe the arrangements lb "on 
behalf of the Government of Iran and the Consortium companies," There was also 
I believed a reference to a giant of rights and powers from the Persian Government. 
I would have hoped that these two phrases would have met Persian requirements 
and would enable the Government to prove that the arrangement was in line with 
the nationalisation law. I understood that it was very difficult lor the members of 
the Consortium to go beyond wording of this kind. It seemed to me personally 
that the words ** for the account of* carried financial connotations and I reminded 
the Shah that it was the Consortium that was putting money into this project. ' 
asked him whether he regarded this ns a point of real substance or merely of 
presentation. He said that it was an extremely important point ol presentation 
which went to the root of the whole Persian position and he regarded the wording 
on which be had instructed Dr. Amini to insist as essential to the successful passage 
of the agreement through Parliament. 

4. I then remarked that I thought it was a good thing that these points were 
being thrashed out at the start and l asked the Shah whether he felt there were any 
other points of real difficulty in the agreement. He made rather an obscure 
reference To the importance of payment being made through N.I.O.C. in ordeT to 
lend colour to the essential basis of the arrangement, but he did not suggest that 
this was a point on which differences had so far clearly emerged. He said that he 
did not think that the question of duration was a slicking point. Ail regards 
quantities he appeared satisfied with the arrangement proposed for the first three 
years, but suggested that a guarantee of 30 per cent, of Middle Eastern production 
should he given as regards the ensuing period, i told him that this was not possible 
and might noi even be to the advantage of Persia. I thought that the best guarantee 
that Persia would be treated equitably as compared with other Middle East 
countries was that the eight major oil companies were all concerned in Persian 
production. 

5 I then raised the question of compensation, stressing that we thought it 
important that it should not be kft behind. T said that we were all resolved that 
it must form part of the agreement and we did not want the agreement lo be 
delayed, least of all, by what might prove a controversial Anglo-Fersian issue. The 
Shall agreed and then remarked that the sum which Persia would have to pay Isict 
could not on anv account be described as relating to loss or damage arising from 
the events of 1951. This was completely out of the question, as it would give rise 
to counter arguments about what Persia had lost as a result 03 the events ol 1951 
and raise the whole question of the allocation of responsibility for these events, 
pointed out that 1 was fully coivrircc&d on the basis of what happened in 1951 thLit 
the A.l.O.C. were justified in terms of equity in making a claim for the losses they 
had suffered and the additional expenditure they had incurred during tlus period. 
Wc were however, quite readv lo apply our minds to 1 in ding some different title 
to cover ihe net payment bv Persia The Shah suggested that it would be quite easy 
if the payment could be for '* Abadan and KermanshahT I pointed out the 
difficulties of this so far as the southern installations were concerned and said that 
I thought the E’crsbiis were getting them very cheaply. 

6 The Shah then observed that if an agreement could not be reached, the 
matter would have to no to arbitration I said that this would be unfortunate as 
it would mean delay and continued friction in AngloPersian relations. His 
Imperial Majesty replied that he thought the effect on Anglo-Persian relations would 
be less unfavourable than a direct settlement which gave rise to political controversy 
on account of its terms. The Persian public though! that The Hague Court was a 
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tair-minded institution: he believed reference to The H.igue Court could be made 
without bitterness or recrimination and that its conclusions would be accepted 
without question. He agreed, however, that it would be better if the matter could 
he satisfactorily settled directly between us. 

7, In the course of the ensuing conversation, the Shah mentioned that he 
intended to no to Azerbaijan when agreement in principle had been reached, and 
he was planning to do this an about ten days. Parliament would dissolve for a 
month in about a week and he hoped that when they reassembled an agreement : n 
legal form would be ready for ratification. I said that i thought this was the 
minimum period which it would take to prepare, 

8. We also discussed the importance of publicity once agreement in principle 
had been arrived at. He said that he entirely agreed and had discussed this matter 
wilh the Foreign Minister and was setting up a small committee on which M. Alain 
and .VI. Akbar would sene, among others, 


EP 1534/227 No. 47 

PROPOSAL TO OBTAIN INTER- G OVER NM V. NT A1. \CREEMEVf WITH 

PERSIANS 

in 

Mr, Ftft’n to Mr, Sit 1 wart \The Hague) 

(No. 241. Confidential) Foreign Offke, 

iTelegraphic) July 24 , 1954. 

Persian Oil, 

We should like to obtain some inter-goveriimeatal agreement under which the 
Persians would undertake; — 

ji) specific obligations to Governments to observe the terms of their 
agreement with the consortium; and 

hi! to refer to the International Court disputes which cannot be resolved by 
other means. 

2, Our past experience in Persia and at the international Court shows how 
necessary such an arrangement is, The United Stales Lind French Government:-, 
agree, as do all lhe oil companies concerned. Her Majesty's Ambassador at Tehran 
and we believe his [ niled Stales colleague arc approaching the Persian Government* 
but in view of the developments recorded below are at this stage not specifying what 
form an agreement might take. 

3. An exchange oj Notes would be the most suitable method and could take 
the form either of-- 

{a'\ separate Persian exchanges with all four Governments concerned; or 

(7d a Persian exchange with one Government, which would in lurn give the 
other three Governments an assurance that ii would refer to the 
International Court disputes affecting their Interests. 

4. The consortium operating companies in Persia will have Dutch 
nationality, and the Persians would therefore probably find an exchange with the 
Netherlands Government the least unacceptable course. Moreover, without Dutch 
participation far) above would be impossible and I A) much less likely to be secured. 

5, We have represented through the Netherlands Embassy here the 
importance we attach lo this. They have now informed us that their Government 
are not wilting to take part in any form of an exchange of letters providing for " an 
inter-governmental obligation " in regard to taking disputes to arbitration I hev 
apparently do not wish to identify themselves with the Royal Dutch Shell Group 
lor indeed with any other private concern), and argue that to exchange such Notes 
would be to accept responsibility lor the actions of an organisation over which they 
would have no control. They also say that ii would create a precedent for simil ir 
requests from other Dutch companies. 
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6. We have explained that we are not ask mg them to undertake any obliga¬ 
tions to the Persians for the consortium operations. Our object, whether or nut 
we can secure it. k that the Persians should undertake purely unilateral obligations 
Neither we nor the United States Government have any intention of guaranteeing 
in any way the performance of our own companies' obligations to the Persians. We 
have also argued that past history in Persia and the paramount importance of 
ensuring so far as possible that it is not repeated fully justify creating a precedent. 

", We understand that your United States colleague will consult you with a 
view to further representations to the Netherlands Government, Please support 
him in any manner agreed between you. 


EP 1534/244 (2) 

Mr. Stew an to Mr.Eden. {Received July 27} 

(No. 156. Confidential) The Hague, 

(Telegraphic) July 27, 1954. 

Your telegram No. 241: Persian Oil, 

After consulting my United States colleague I saw Director Africa and Middle 
EasL Department this morning and spoke as instructed. He undertook lo report 
what ! had said and to ensure that Dutch attitude should be re-examined, but 
extended little hope that arguments I had put forward would cause them lo change 
their view, His principal fear seemed to be that even though there should be 
separate Persian exchanges with all Four Governments, nevertheless, the Dutch, as 
the holding company, would be the one which would he made the Aunt Sally should 
difficulties arise and this, whatever we may say to the contrary, would undoubtedly 
have adverse effects on their other interests in the Middle East, aviation, shipping, 
trade, &c, My American colleague is speaking on simitar lines this afternoon. 


EP 1534/244 G) 

Mr. Stewart at Mr, Eden, {Rectired August 3) 

(No. 159, Coofideotkl) The Hague. 

(Telegraphic) August 3. 1954, 

My telegram No. 156; Persian Oil, 

Director African and Middle East Department told me this morning that this 
question hud now been re-examined by all departments concerned, They had 
been unable, however, lo change their view. 


EP 1534/331 

OBSERVATIONS ON Tlffi 

OIL 


Sir Roger Stevens 10 Mr, 

(NO- 63, Secret) Tehran 

Sir, August 13, 1954 , 

Now that Agreement on the principles of 
an oil settlement has been reached* 1 have 
ihe honour to submit some observations on 
the course and prospect of the negotiations, 

2, After two-and-a-half years of frustra¬ 
tion due to Persian indecision, ignorance, 
emotionalism and guile, it is pleasant to 
be able to record that (his negotiation 


No. 4K 

FUTURE OF THE ANGL0-PElt$IAN 
OTIATIONS 

(13 

iden. iReceived August 20) 

was remarkable for the decisive ness, 
intelligence, realism and rectitude displayed 
by the Persian delegation, In the circum* 
stances in which the negotiations began, it 
cannot have been easy to decide how they 
should be conducted or to pick a learn 
which could be trusted For some 
time after the resumption of relations 
M EiHc/am appeared to be in command. 
But later il was resolved to maintain the 
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threads of responsibility in the hands of the 
Minister of Finance and a group of half 
u dozen experienced officials*') on whom 
complete reliance could be placed. This 
was undoubtedly a wise decision,, but it put 
a great strain on these Limited resources, 
and called for unusual stamina and 
resilience on the part of the individuals 
conger pied, On the other hand* it also 
involved a most valuable concentration of 
knowledge, meant that the principal Persian 
negotiator was always completely on top 
of has subject and facile tided rapid decisions. 
In a country hampered by a large, lazy, 
inefficient and corrupt civil service, and in 
which anything that gets done has to be 
done by a few industrious patriotic and 
determined individuals, the course followed 
was not only right but probably the only 
one that would have succeeded. Great 
credit is due to Dr. Am ini and his tiny band 
of devoted and courageous fellow*workers 
for their massive labours* their quick under¬ 
standing, their fundamental good sense and 
their unfailing good humour, 

3. I anii sure that the Consortium repre¬ 
sentatives would concur in my view that 
it is difficult to write of the performance 
of Dr, A mini himself except m superlatives. 
Before the negotiations began he had the 
reputation locally of being clever but 
indolent, lie was known to have a good 
brain and the gift of the gab* but was 
Ehoughl lobe rather shifty and evasive* and 
to have employed his talents to run away 
from trouble and escape responsibility. But 
this was Ids occasion, and he rose lo il with 
a determination and a sense of duty which 
few could have foreseen. None of us Fully 
understand yet how he managed to keep an 
eye on I he affairs of his Ministry (including 
the preparation of a budget)* appear for 
several hours daily in Parliament {inter alia, 
lo steer through a contentious note cover 
bitlp, and at the same lime not merely attend 
regularly meetings wilh the Consortium and 
on compensation but also retain complete 
command of the subject-matter under 
discussion at the conference table, There 
was never any doubt that the threads were 
all in his hands; they had to be. for at 
least until the drafting stage was reached 

Vi VB I he^e fccre Filhiilhh Nurj ELtfandian 
f Person j lilies Report No, S7>. Fuad Rowhcini Legal 
VdvtMrr 11 tins N I OC. formerly lo ihi^ A I.O.C' . 

I iihutl ili \ tfisi. XL vigin; Director of the Iranian 
Oil t ompnni: Rcaa Fall;, ft. Manager of the Abadan 
Refiner} and AunuUuh Eiteli ui»ej>. Distribution 
Vlanaeer -n tine N I.O.C Dr. A mini's deputy on 
ifti; nejiot tiling team. Senator M.O. Baya) 
t Person jliiies Report No, J7) full* into ml her j 
d'Keren! catciOty 


there was rto delegation of work to 
subcommittees. This concent ration of 
authority enabled Dr. Amini to maintain 
a detailed control over the negotiation 
which was invaluable on all counts. It was 
much assisted by his close personal relations 
with ihe Foreign Minister* M. Entezam, 
with whom he has been sharing a house 
during the summer. 

4 Dr. Amini’s greatest achievement, 
however, was lo have determined, ap- 
parently from the outset, to play his 
hand quite straight. To begin with, he 
undoubtedly hoped, on the Consortium 
side, for a full-blooded purchase and 
sale agency agreement and, us regards 
compensation, for a wash-out settlement. 
But as soon as he realised that these were 
impossible, he worked fairly and honestly 
for the best compromise arrangements he 
could get, and concentrated quite frankly 
on making both agreements as acceptable 
as possible from the financial, and more 
particularly from a public and parlia¬ 
mentary. point of view. Given that this was 
3iiv main preoccupation, it was only to 
be expected that From lime lo lime he 
should have indulged in what looked like 
indiscretions lo the press; this was his way 
of testing public reactions and, still more 
important, preparing them for what he 
recognised as the inevitable. His press 
conferences often worried us at the time, 
but I do not think he ever aimed at (or 
succeeded in) calling in vox populi to 
redress the balance at the conference table. 
For the rest we were all surprised and 
astonished that, particularly in the later 
stages of the negotiations, he did not 
engage in any of the usual tricks, spring 
any surprises or beat any retreats. On the 
contrary, 1 am afraid that in one or two 
cases these tactics were employed on Ihe 
Western side, though more from accident 
than design. 

5. In retrospect, ! think that there were 
two turning-points in the negotiations. The 
first was near Ihe beginning when it looked 
as though the Consortium would insist on 
” operation or own account.” Had they 
done so, ! believe the talks would have 
broken down* and though there might have 
been some sort of arrangement worked out 
eventually, confidence would have been 
shaken, and the Government might not 
have survived. We were saved from these 
misfortunes by a happy inspiration on the 
part of Mr Harden of Now- Jersey, and a 
most valuable intervention by Mr Snow 
of ihe Anglo-lranian Oil Company, I 
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should tike to digress at this point to pay 
cordial tribute to the outstanding role 
played by Mr, Snow in these conversations. 
He started off with the great handicap of 
representing in Persian eyes the hated 
oppressor; (he pent-up odium of years 
might well have descended on his innocent 
head. That it did not do so was due 
largely to the transparent integrity and 
imperturbable modesty of his character, 
which impressed everyone with whom he 
came into contact, and caused his compara¬ 
tively rare interventions to be heard with 
admiring respect. Being involved in the two 
negotiations he was more fully occupied 
than any other principal except Dr, Amini. 
and the hard work he put in on both counts 
won universal praise. In the compensation 
negotiations his wise counsel and patient 
caution were quite invaluable to me. 1 
know too, that Mr, Howard Page, whose 
own part in the proceedings was a brilliant 
combination of industry and imagination, 
found Mr. .Snow of inestimable assistance 
and he won golden opinions also from Mr. 
London who himself played a most useful 
nMe in creating a general and understanding 
atmosphere during the first round of talks. 

6. The second turning-point occurred 
shortly after the negotiators came back to 
Teh ran towards the cud of June. At the 
beginning the Shah had remained aloof and 
uncommitted- He indicated that he would 
only back an agreement which conformed 
to the nationalisation law. He questioned 
whether Dr. A mini was sufficiently firm a 
negotiator. He toyed with the idea of 
changing his Government. He inspired 
mildly critical articles in the press. He 
apparently believed mm ours (not set quite 
dead) that wc realty did not want a 
Consortium solution at all. But about the 
end of June, if not before, he must have 
decided, apparent!;, suddenly* to pul his 
whole weight behind the settlement. This. \ 
think, was partly due to the advice he got 
from the United States ambassador and 
myself against making a change of Govern¬ 
ment; he realised then that he could not 
hope to play for time. It may have also 
been partly due to firm words used on him 
b> Mr. Henderson then and earlier; l cannot 
speak too warmly of Mr. Henderson's inter¬ 
ventions during this negotiation, not only in 
the direct interest of a settlement but 
also with the object of displaying Anglo- 
American solidarity and supporting the 
position of Her Majesty's Government on 
specific issues such as compensation. It is 
interesting to observe that when the Shah 


did make up his mind he seems not merely 
to have accepted the fact that the sort of 
settlement along ihc lines then being 
discussed was the best that could be got 
and to have decided to put his whole weight 
behind it. He also started to take a keen 
personal interest in some of the details of the 
agreement. For example, he suggested, on 
grounds which politically made a let of 
sense, that there should be one rather than 
two operating companies (a proposal which 
was, however, subsequently withdrawn): he 
originated the idea of an alteration in the 
area of the concessions as a means of giving 
the settle merit a new look; and so forth. 

I understand that His Majesty is very 
gratified that some of the ideas which 
he injected at this juncture have been taken 
into account and will be reflected in the 
final agreement, 

7 The foregoing account of the Shah's 
interventions and subsequent altitude 
towards die settlement may seem rose- 
coloured when compared with the terms 
of qualified approval in his repiy to 
Mr. Eisenhowers message* to which Sir 
Roger Making refers in his telegram No. 

173J, to you. Bui on this there arc; several 
points to be made. Firstly. I think the AViv 
York Times is perhaps unduly sensitive to 
the qualifications of the Shah's approval. 

( • the Persian reader his message appears 
to involve an unusually full men sure of 
support. Secondly, I think the Shah 
allowed some of the w r ords in the message 
to he chosen foi him. Mr. Henderson has 
good ground for believing that the quali¬ 
fying phrases were drafted by, or at least 
reflect the view.-, of, M. Ala, the Minister 
of C ourt, and formerly Persian Ambassador 
to Washington. M. Ala's attitude towards 
the settlement is undoubtedly coloured by 
personal considerations. He had hoped to 
exercise a decisive influence on the outcome 
through his relative. M Ncmazi, the 
self-appointed mouthpiece of flic American 
Independent oil companies. But early in 
the proceedings M. Ncmazi was refused 
admission to the inner councils of the 
Persian delegation; and in the later stages 
he retired discomfited from the stage, 
M, Ala has been correspondingly dis¬ 
gruntled, and has been himself sniping 
from the wings For example, he has 
been encouraging Professor Gerb randy. the 
former Dutch Prime Minister* on his 
Quassian proposal for building a Persian, 
tanker fleet in the Netherlands* and he was 
even successful to the extent that he got 
a piece of paper about non-discrimination 
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in ihe use of tanker tonnage tabled in the 
closing stages of the negotiation on the 
aide-memoire. It was significant, however, 
that this paper was put forward anony¬ 
mously and was not endorsed by Dr, Am ini, 
from whom Professor GerbFandy got short 
shrift when he went to see him, M. Ala has, 
and may continue to have, a certain nuisance 
value. His grudge against Dr, A mini for 
being successful might be dangerous if he 
exercised any real influence over the Shah. 
But .ill die indications sire that he does not; 
indeed, the Shah dropped an ostentatious 
hint to me the other da> through a third 
party dial he did not rake Ala very 
seriously - he was " a nice old boy. 11 nothing 
more. He has no doubt lo give him a little 
rope occasional!>. as in the case of the 
Eisenhower message; but his influence k 
not likely to be decisive. 

8. In my judgment the Shah is now fully 
committed to backing this agreement to the 
point of ratification. The very fact that he 
agreed to the publication of the Prime 
Minister's message with its (designedly) 
specific phraseology about com inning 
support is evidence of this. Only some 
new and unforeseen circumstances could 
change his course now. More significant 
than ihe terms of his message to Mr. Eisen¬ 
hower Is the language he used to the 
parliamentary leaders at a religious rally 
on August 10; “The agreement just 
reached appears to me honourable and 
equitable. Our delegation has evened the 
maximum effort to recover our rights. It 
is now time that Members of Parliament 
seize the present opportunity and strive still 
more to serve their country in order that 
wc may witness great progress by the 
country and the nation," These words have 
made a great impression and are generally 
regarded as further improving Ihe already 
good chances of ratification. 


9. t have previously reported that these 
prospects are rated high. There wall be 
plenty of criticism. There will be critics 
who will attack the agreement and then 
vote for it. There will be a vocal organised 
opposition- organised, some say* by Dr. 
A mini for the purpose of channelling 
criticism, though ihis I do not believe. But 
there can be no constructive criticism, 
simply because there is no practical alter¬ 
native within easy range. Provided the 
Government continues to present its case 
convincing!) (and it is sometimes suggested 
that Dr, ArninTs parliamentary manner is 
m rc dialectical than persuasive.!, the sheer 
weight of the argument in favour of this 
settlement—the hope of employment, the 
promise of a guaranteed flow of an income 
far exceeding anything achieved earlier, 
the prospect of a partnership with the 
world's biggest oil companies instead of 
" exploitation ’ by one of them, the 
attraction of ending a period of stagna¬ 
tion—is utmost bound to prevail. In the 
face of it, bitterness over compensation, 
suspicion and incomprehension about 
sterling payments, injured pride over 
management, even the worst insinuations 
and accusations that the Tudeli Party 
overtly or covertly can bring to bear on 
the situation, arc likely to be of little effect. 
I he attitude of the Shah could, it is true, 
change that situation overnight, but I 
cannot see this happening now. It is, I 
think, after ratification that there may be 
shoal? ahead and surprises in store. 

It). 1 am sending a copy of this despatch 
to Hei Majesty's Ambassador at Washington 
and to the Director of the British Middle 
Eastern Office at Fayid. 

T have, &c, 

R. B. STEVENS. 


EP 1534.355 (2) 

Sir Roger Stevens to Mr* Shuckbutgh. (Received August 24) 

(No. 15327/35/ 54G. Sec re n Tehran, 

Dear Bvel y n T A ugust 20. i 934. 

There has been some interesting confirmation this week of the analysis given in 
paragraphs 8 and 9 of my despatch No, 63. 

2. I am reliably informed that at the beginning of this week the Shah sent 
a letter to all doubtful Senators and Deputies to say that he hoped they would 
support the agreement in the interests of Iran. He would regard their opposition 
to it sis opposition to himself. As a result of this there has been a marked tendency 
to clamber on to the band waggon. One of the best informed and most formidable 
of the potential opponents of the agreement, Senator Husein Pirnia* has apparently 
been easting about in some desperation to know how he should act without ruining 


51653 


SECRET 


K* 2 















% 


SECPJF1 


his future political ambitions (winch are unlimited), His first idea was apparently 
lo be oui of ihe country at the time when the crucial ^ote was taken. He has now, 
it seems, been persuaded by the Shah's letter and by Ardeshir Zahedt, the Prime 
Minister's son, to remain and to give qualified support to the agreement. He will 
continue to criticise it but in the final count he will not oppose it and will ue 
prepared to testify that it is the best agreement which can be had in the 
circumstances, 

3. It should not, however, be assumed that as a result of the Shah's action 
everything will go smoothly in Parliament from the outset, fhere is likely to be 
a good deal ol criticism of details (if the agreement by people who do not 
understand it or ire determined to display their patriotic feelings. Such criticism 
will not qualify as opposition to the agreement but it might easily lead to the 
demand for substantial and perhaps damaging amendments which would require 
re-negotiation. This might have the most serious consequences and everything 
really depends on the extent to which the Government, in the person particularly 
of Dr, A mini, is prepared to back to the hilt on a take it or leave it basis whatever 
document is agreed with the Consortium and subsequently initialled by the 
companies. We shall know more about this after the discussion of the Consortium 
draft of the final agreement, which is due to begin on August 21. (This has been 
vent to London, sec our telegram No. 9K2 and wc presume copies are now available 
in Whitehall.) I understand that the final agreement is likely to be submitted in 
the first place to a Ihirty-six-man committee drawn from Semite and Majlis, and 
if this body were to start to make amendments it would obviously be deplorable 
To judge from recent Press comment, the sort of points against which criticism mu> 
easily he directed arc the production programme idler three years and the powers 
of the Iranian directors, 

4, Henderson and I are in close touch with the Consortium about tactics, 
Amin: tus expressed a strong wish for the Consortium negotiators to be here during 
the parliamentary debate, and they have I rather hesitatingly) decided to meet him 
on this 

I have, &c. 

ROGER STEVENS. 


fcp 1534/388 No. 49 

PRESENTATION OF THE OIL AGREEMENT TO I HE SENATE AND 

THE MAILES 

Sir itogtfr Stevens to \fr r Etlen, I Received October /I 

(No, 75, Confidential) Tehran, 

Slr p September 2S. 1954, 

J have the honour to report that the Oil agreement between ‘he Consortium 
and the Persian Government was presented to the Majles on the 2 1st of September 
and to the Senate the following day. You will be aware of the sequence of events 
between tile signing uf heads of agreement early in Aupu-St, cm which t reported 
iti my despatch No. 63 of the Hth of August and (he initialling of the Agreement 
in its full form early in September The English text of the Agreement was signed 
by Dr. A mini the Minister of Finance, on behalf of the Persian Government in 
Tehran in the early hours of (he l^th of September and was immediately flown !o 
Amsterdam. London and New York for signature by representatives of the oil 
companies In fad* Dr. Amini began his speech presenting the Agreement io Lite 
Majles a few minutes before final confirmation reached him that the Iasi signatures 
of the representatives nf the United States oil companies had been affixed in New 
York. 

?, After a brief speech by (he Prime Minister. who recommended the 
Agreement to the Majles as (he best possible in the ci remits lances, and praised the 
goodwill shown by the Western Powers,, Dr. Amini spoke for an hour. In spite of 
the length of his speech, and the reserved altitude of Parliament towards his forensic 
abilities, the Majles gave him a good reception, and only one deputy (Qaoatabadit 
was openly critical 
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3. Dr. Amini emphasised that the Persian negotiators had extracted every 
ounce from the other side which present-day conditions wail penult. The Persian 
ideal of a wholly Persian oil industry, he said, could only be achieved when Persia 
possessed the technical, material and economic resources to compete all over the 
world with powerful trusts supported by the Great Powers, and when " moral and 
altruistic " considerations outweighed material and commercial/' He lauded the 
achievements of the“ National Movement " (taking pains to distinguish them from 
the follies of Dr. Mussudkp and dwelt at some length on the past sins of the Anclo¬ 
ir an i an Oil Company, notably the Company's alleged interference in Persian 
internal affairs, it was to make such interference impossible in the future, he said, 
that the Persian Government had decided to negotiate with an international 
consortium rather than a single company from any country. He referred acidly to 
the Persian tendency to label as traitors those who had the courage to negotiate 
international agreements of vital importance to the nation's future He appeared 
to exaggerate the degree of control oj supervision which the Persians hope to 
exercise over the industry under the new Agreement. He praised the goodwill 
shown by Her Majesty’s Government and the United Slates Government vn terms 
w hich contrasted with his rathej more tepid references to the companies themselves 
He dealt cleverly with compensation, explaining how (he Persian negotiators had 
fought every inch of the way; and implying that, however much “moral" 
considerations might cniitlc [he Persians lose' off the Anglo-Iranian Oil Company's 
claims against (heir own counter-claims* and so to avoid paying any compensation 
(or even to have a balance in (heir favour) they had been lucky by legal and 
commercial standards to escape with a net payment of £25,000,000. 

4. Reduced to its Simplest terms Dr, A mini's message to the Majles might be 
interpreted as follows: — 

tel Persia needs a large income from oil, 

t/4 she cannot at present get ii without foreign co-operation, (hough every 
true Persian hopes the day will come when she can do it by horsdf; 

(c) meanwhile, i lie Persian Government have extracted ihe maximum possible 
financial advantage from the negotiations, while retaining an Adequate 
degree of control and safe-guarding themselves against foreign 
interference in the country's affairs; and (implicitly) 

(f/i they may be able to extract further benefits as time goes on, 

5. Dr. Amini s speech was undeniably effective in the setting of the Majles. 
though certain passages and much of its general tone provide pegs on which the 
opposition can hang their criticism. A number of friendly deputies have since said 

f rivately that Dr, Amini paid unnecessarily generous lip service to the nationalists. 

am inclined to agree with this v iiew. He perhaps cannot entirely forget that he was 
at one lime a member of Dr. Mmadia's Cabinet. Rather typically* he tacitly 
admitted to me afterwards that his remarks about the Anglo-Iranian Oil Company 
and about foreign interference were designed to take words out of the mouths of 
the opposition and did not represent his real views. 

6, As regards ratification, the Government wish to avoid a long-drawn-out 
public debate on (he Agreement article by article but they must preserve the 
appearances of democratic procedure. At the Government's request the Senate and 
the Majles have cadi elected 18 of their members to form a special committee. 
This committee is at present examining ihc Agreement with Dr, Amini and his 
advisers in attendance. The Agreement has been submitted under cover erf a single 
article bill. Theoretically under this procedure Parliament cannot amend the text 
hut simply approve or reject it. The bill itself contains a clause invalidating any 
previous laws or regulations which may conflict with the Agreement. Although 
such clauses arc common practice in Persian legislation in this case there are some 
persons already suspecting that this is Intended to cover up any coni invent ion by 
the Agreement of the Nationalisation Laws Furthermore, those who, like 
Qanatabudi, oppose the Agreement in principle have contended that the procedure 
of a covering single article bill can only lie applied to agreements with foreign 
governments. This is not so, but their arguments on this point have no doubt 
misled some persons into thinking that the Government are proceeding illegally. 

7 . Sonic newspapers have recently urged the Majles to take their time, 
thereby indirectly criticising the Government and risking suppression. Although 
(here seems little doubt that there is already a clear parliamentary majority in 
support of the Agreement the Government would do well to avoid, as far as 
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possible, laying themselves open to charges oi pushing the Agreement through or 
unduly forcing the pace of ratification; They seem to be more aware of this danger 
than at first appeared. Although the ^pecilil parliamentary committee is meeting 
almost every day and working exceptionally long hours by local standards, it as 
showing no disposition to let itself be hurried. {Even so it has made good progress.) 
The Committees attitude is not surprising in view of the complexity of the 
Agreement and the fact that the text cannot be rendered into Persian with the same 
clarity and exactness that it possesses in English, since the Persian language lacks 
generally-accepted equivalents for many English legal and technical terms. Many 
members of rhe Majles arc admitting to the greatest difficulty in understanding the 
Agreement, but in some cases at least this difficulty is not exclusively linguistic 

R. The composition, of the special committee is fairly satisfactory from the 
Government's point of view. It has not got an undue proportion of troublesome 
elements and at the same time is not obviously ^ packed.” Of the Senators only 
one (Lessani) is an acknowledged opponent of the Agreement and a It lie ugh a few 
of the Deputies have more or less opposed the Government or shown a tendency 
to demagogy over the oil question in the past, none of them is of the mettle or the 
opinion of Qanatabadi. Another encouraging sign is that parliamentary comment 
on oil has sobered noticeably since the lext of the Agreement was presented, 

9, It is still to early to say whether the Government will succeed in preventing 
the Majles from proposing amendments of substance. If they are successful, [he 
Majles might still try to assert itself by suggesting changes in the Persian text, which 
would improve the language without altering the substance. Even this might cause 
difficulties for the consortium, which would quite likely fear that such linguistic 
amendments were only the thin end of the wedge. 

10. Generally speaking the prospects of ii fairly smooth ratification si ill 
appear to be good and the process may take much longer than the original 
nariiamentary estimates, (as opposed to those of the Shah and the Government) of 
four or five weeks from the date of presentation to Parliament, If this proves 
correct, ratification would take place in the latter part of October, 

II 1 am sending copies of this despatch to Her Majesty’s Representatives at 
Bahrain, Bagdad, Paris, The Hague, Washington and to the Heads of the British 
Middle East Offices at Fayid and Beirut. 

I have,, &c. 

R, 13. STEVENS, 


EP 1534/397 No. 50 

TREATMENT OF INDEPENDENT OIL COMPANIES 

Sir Roger Making to Mr, Eden, {Received October 7) 

(Nd. 2143. Confidential) Washington, 

(Telegraphic) October 7, 1954, 

Persian Oil Treatment of Independents. 

Suite Department to-day informed a member of my staff that they had already 
eceived applications from three independent American oil companies who wished 
m buy up part of the share* at present held by the major American oil companies 
n the consortium. State Department were sending formal acknowledgments in 
reply to these and any other applicants, saying that their names have been noted 
ind would be brought to Lhc attention of the appropriate authority at the proper 
time. 

2 Names of I he companies w ho have so far applied arc C ities Service, 
American Independent and Anderson Purchand Oil Corporation of Oklahoma, 
The latter company was described as an old established small business of good 
reputation. 

3 These developments are no doubt connected with Hoover's appointment 
- Under-Socretarv of State. Our information is that the sale of American shares 
to independents would be limited to 5 p^r cent, and that applicants will have to 
be approved by alt the present members of the consortium. This would be in 


SECRET 


SECRET 


99 

accordance with the private understanding already reached between consortium 
members. Slate Department acid that they have not finally made up their minds 
how to handle applications, but it is probable that they will decide Lo turn the whole 
thing over to the companies. State Department say they arc not convinced that 
any applicants will stay the course when they realise the full implications of 
membership. 


UES 1174/28 No. 51 

U) 

MIDDLE LAST OIL TALKS 

Sir Roger Makitls fa Mr. Eden. {Received Oi'taher /3) 

(No. 2180. Con fidentjall | Vashingto/t, 

{Telegraphic) October 13, i954. 

Middle East Oil Talks. 

The first meeting took place in (he Slate Department this afternoon Record 
1 allows by bag. The following question^ arose on which we should be grateful 
for any information you could send oi before the next meeting on October 14: 

****** 

11 > The Stale Department outlined the position with regard to the projected 
transfer of a 5 per cent, share in the Persian Consortium from the five 
major American companies to American independents (my telegram 
No. 2143 of October 7). They asked whether Her Majesty's 
Government had any views on this operation and in particular whether 
tlsey had any interest in the decision as to which independent com panics 
should be allowed to participate 


HP 1534/408 (2) 

Sir An! hotly Eden Hi Sir Roger Muk.it jv <H ashing ton) 

(No. 5284. Confidential) Foreign Office 

(Telegraphic) October 20, 1954, 

Your telegram No, 21 NO of October 12: Middle East Oil Talks* 
paragraph I it). 

As you know, we acquiesced reluctantly in the admission or independents, Wc 
do not now expect serious objection from public opinion here, although we should 
have to make U clear that the total American holding was not increased. But wc 
may still lace recrimination from the Belgians and Italians whose requests to join 
the Consortium were rejected on grounds incompatible with the admission now of 
the American independents. We therefore still hope that the independents will not 
join. But if they do, we should prefer that any announcement be deferred for at 
least six months after ratification of (he oil settlement. It would then attract less 
attention and could be more easily represented as a normal commercial transaction, 

2. Please make the following points to the .State Department: — 

(i) Wc do not wish to comment on ihe choice of independent companies, 

(ii) We shotild not be able to approve eh her an increase of the 5 per cent. 

share nr any pressure b\ Governments to alter the conditions of 
participation laid down in the inter-company agreements if the 
American independents find them too stiff, 

(iii) We cannot be regarded as committed to giving currency facilities to the 

indejxmdents, and a request for them would have to lie considered on 
merits. The independents' circumstances are not comparable with those 
of the present participants, 

<iv) We think it important that there should be a reasonable interval, say six 
months, before the announcement of the transfer of shares, arid that 
meanwhile there should be no public mention of the question, 
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Ivj We agree that the independents might well be frightened off when they 
learn the entrance fee and the position under (iiijt above. 

Ivt) We think that as a first step they should approach the present participants. 
Wc and the Slate Department would then consider the matter again 
when they have done so. 


EP 1534/407 No. 52 

MAJLIS APPROVAL OF OIL AGREEMENT 

Sir Roger Steven:* lo Sir Anthony Eden. (Received October 21} 

(No. 1708. En clair) Tehran, 

(Telegraphic) October 2L 1954, 

Majlis approved Oil Agreement this morning by 113 votes to 5 with 
! abstention. Agreement will now go to Senate. 

2. Please inform A.I.O+C. and Shell. 


EP 1534/415 No* 53 

SENATE APPROVAL OF OH AGREEMENT, OCTOBER 28* 1954 

Sir Roger Stevens to Sir Anthony Eden. (Received October ?/#) 

(No. 123L En ctair) Tehran, 

(Telegraphic> October 2H> IV54^ 

My telegram No. 1208: Oil Agreement. 

Senate approved the oil agreement this morning by 4! votes to 4. will 
4 abstemious, including the President of the Senate, who does not normally vote. 
Signature by she Shah is expected to-morrow when his birthday is hting officially 
celebrated. 

Please inform A.LO.C* and Shelf. 


EP 1534/415 No. 54 

SIGNATURE OF Oil. AGREEMENT BY SHAH ON OCTOBER 30, 1954 

Sir RogerStevens to Sir Anthony Eden. (Received October 50} 

(No. 1240. En clair) Tehran, 

(Telegraphic) October 5(h 19$4. 

My telegram No. 1239: Oil Agreement. 

Regret information in my telegram under reference was incorrect. Sh ih signed 
Act at I i am* October 39. 


EP 1531/151 No, 55 

SUGGESTIONS BY HER MAJESTY’S AMBASSADOR 

Sir Roger Sieve ns to Mr . Eden, t Received March 28} 

(No 238. Secret) Tehran, 

(Telcgraphicl March 2H, 1954. 

My immediately preceding telegram. 

This telegram deals with Compensation, 

2. This negotiation will not only prove extremely difficult, it will also draw 
down the maximum odium on those who conduct it. I suggest it is for 
consideration whether in the interest of future relations between this Embassy and 
the Persian Government it would be desirable for the detailed discussions, which 
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1 fear may be inevitable, to be undertaken by myself or any member of m> staff 
Naturally I would start the ball rolling but if long [groups undecipherable! ensue 
it might be better for us to remain in the background and the discussions lo be 
pursued by visiting representative, e.g., Serpd!. 

3, In any event, 1 think there would be advantage in linking this negotiation, 
both as regards channel and in Persian mind, with payment negotiation which 
after all represents something of a douceur. To reduce the number oi separate 
negotiations .ill going on simultaneously, might also help to speed things im. 
Dr. Ainint will be directly involved with all of them and we must, I fear, anticipate 
great organisational difficulty on the Persian side in any event. 

4. In preparation of the brief it will obviously be necessary to substantiate 
the figures demanded by reference to specific losses, &c.. meluding depreciation 
in the total value of the enterprise Any claim lor loss of profit subsequent to 
1954 must, however, be specifically disclaimed. At the same time authority might 
be given to tell the Persians (hat though this was the genuine basis of the claim 
any other explanation which they found more convenient for the purpose of 
presentation could be given consideration. 

5, 1 also think it important that the brid should indicate what argument 
should be used to convince the Persians that in pay ing over a sum, which is only 
just under half that paid b> seven powerful oil companies in combination, they are 
gelling value for money, ( nless they are shown this they will not be prepared to 
sell tt to the their public and wilt not therefore agree to if 

6. I also hope (he initial hid can be described os £50 millions plus interest 
(my telegrams No. 2221 Is it necessary to assume for purpose of formulating 
claims that repayment has to be spread over as much us twenty years? 


HP 1534/54 No. 56 

INSTRUCTIONS TO HER MAJESTY'S AMBASSADOR IN REGARD 
TO NEGOTIATIONS W 111 I THE PERSIAN GOVERNMENT ON 
COMPENSATION FOR THE ANG LO-FR A NI AN OIL COMPANY 

Mr. Eden to Sir Roger Stevctis {Tehrani 


(No. 65. Secret' Foreign Office, 

Sir, Aprit8 r 1954. 

Ai you will understand, it is impossible 
to give your Excellency any very detailed 
instructions in regard to your negotiations 
with the Persian Government on compensa¬ 
tion for the Anglo-Irani an Oil Company* 
much will necessarily depend on the manner 
in which the other negotiations develop* and 
on ihe Persian reaction to your initial 
approach. I shall be ready therefore to 
leave you with a wide measure of discretion, 
subject to Lhe needs of the Consortium 
negotiations as a whole and of the under¬ 
standing between Her Majesty's Govern¬ 
ment and (he United Slates Government 
contained in my telegram 1069 Saving to 
Washington ot the 26lh of March. 

2. Your Excellency will of course need 
to consult iTie Consortium negotiators in 
regard to the time at which the first 
discussion with the Persian Government 
about compensation should take place, in 
nrder that it may be in consonance with 


the progress made m the main negotiations. 
Similarly, you should keep m touch with 
the Consortium negotiators in order to 
judge the most propitious moment for an 
attempt to conclude your negotiations. In 
this you will no doubt bear in mind ihe 
dsinger that [he question of compensation 
might be put aside by the Persians unlit the 
< onsortiimi Agreement had been nearly 
concluded Ei this happened it would 
probably le.id to pressure on us, both by 
the Persian Government and by the United 
Stales Government* to sacrifice compensa¬ 
tion for the sake of the Consortium 
Agreement. When however the time for 
your parallel negotiations lias been 
arranged* the line I would suggest might be 
taken would be somewhat as follows. 

! At ihe outset, you should make it 
dear that pending a sal Is factory conclusion 
ili the Consortium negotiations and of a 
settlement of the compensation question* 
A.1,G,C* and Her Majesty's Government on 
the Company's behalf* must reserve all (heir 
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legal rights. Anything said during the 
course of the present negotiations is without 
prejudice to A.I.OX.Vs full claims, 

4. Your Excellency might go on to say 
that, the ALO.C. having been deprived of 
its undertaking, the Persian Government 
themselves have, you understand,recognised 
that compensation would he rightly payable 
to the Company, Indeed Her Majesty's 
Government were convinced that the 
Persian Government would wish to show 
the world that they were ready to deal fairly 
with foreign capital, You should add (hat 
there was no intention of asking Persia to 
pay more than was reasonable or could be 
sustained by her economy. Further, Her 
Majesty s Government were not suggesting 
that Persia should pay immediately what¬ 
ever sum might be agreed. What they had 
in mind would be a payment which could 
be spread over a period of, say. twenty 
years, 

5. You might then explain that, as the 
Persian Government had already been made 
aware, there would he no question of a 
claim for the loss of future profits after the 
date of the coming into force of the new 
Agreement with the Consortium, What 
would be claimed would be Wi payment to 
A.LO.C. for the loss and damage arising 
directly or indirectly out of the events of 
1951. up to the date of the coming into force 
of the Consortium Agreement, and tfc} pay¬ 
ment for the fair value of the Kcrmanshah 
Refinery, the Nafi-i-Shah oilfield, and of 
the internal distribution facilities. With 
regard to (a), account would have to be 
taken of the fact that, in the three years 
from 1951, there had been a loss of produc¬ 
tion of some 10(3 million tons of oil, and 
the consequent loss to A.LO.C. of profit on 
it. Other losses too would have to he taken 
into account, and to go through them nil 
in detail would inevitably be a long, trouble¬ 
some arid time-wasting process. In the 
opinion of Iter Majesty’s Government such 
a course could only result either in 
protracted negotiations or in resort to 
arbitration. This was not the desire of any 
>1 the parties involved, although Her 
Majesty's Government and I he AJ.O.C, 
considered that arbitration might be inevit- 
ible if agreement by negotiation could not 
be reached, 

6 Your Excellency might conclude this 
first meeting by saying that, having regard 
to the atmosphere of goodwill in which ihe 
Consortium negotiations had been entered 
into and to the common desire that a satis¬ 


factory settlement on all counts should be 
reached without delay. Her Majesty's 
Government suggested that the Persian 
Government mi gin consider the proposal 
that I he) should agree to make a net 
payment to AJ.O.C which would be taken 
to eliminate all claims and counter-claims. 

7. The object of mentioning the figure of 
IOO million tons loss of production given 
in paragraph 5 above would, of course, be 
lo test the Persian reaction to the idea of 
a payment of the order of magnitude sought, 
whilst avoiding entering into discussion of 
figures, or into detailed examination of all 
t he i terns of A (O.C. T s d aim. 1 1 wouId a)so 
avoid putting forward at the outset so large 
a figure that there would he no hope of 
obtaining it from the Persians, I must leave 
to your judgment, in consultation with the 
Consortium delegation and in particular 
with the representatives of AJ.O.C, the 
points at which you would reveal to the 
Persians the figure* represented by indi¬ 
vidual items of claim, I be gross figure which 
,AJ.O.C, might demand, or (he net figure 
which the Persians might eventually accept. 
It wilt, however, be obvious to your Excel¬ 
lency that you should if possible avoid 
giving figures until you know whether the 
Persians intend to put forward counter¬ 
claims and, if so, what they amount to. 

K. If the Persian Government mention 
(he possibility of paying compensation in 
the form of oil at cost, you should reply 
that this manner of payment would raise 
questions of great concern to (he whole 
Consortium, It could not he agreed to 
without reference to the Consortium 
delegation. 

9. I attach, for your own information, a 
statement by A.LO.C of the hems on which 
[hey build up their claims (Annex A)Eh 
together with a statement of counter-claims 
which have been made b) the Persians in 
the past, some of which will no doubt be 
repeated (Annex Bit 1 ). If. as I hope, the 
procedure outlined above succeeds, it may 
never be necessary to argue these in detail 
with the Persians. If, however, it becomes 
in your opinion necessary to do so, you 
should inform me and at. the same lime 
consult the representatives of AJ.O.C, 
about the sequence in which various items 
should bo put forward. Whether you should 
need to use them or not. the repn^en la lives 
of A.LO.C have been asked to point out 
io urn the items which could most easily 


be substantiated and those which might 
prove more complicated (o evaluate, I 


f t Not printed 
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would, however, draw your attention to one 
point: the basis of claim mentioned in 
paragraph 7 of the document at Annex \. 
namely, ihe diminution of the capital value 
of A.i.OX.’s enterprise, to some extern 
overlaps with the basis taken in paragraphs 
5 and 6 of the same document. It is, more¬ 
over. one which might be difficult lo eval¬ 
uate without reference to the loss of earning 
power, i.e., of future profits, claim for which 
has been specifically ruled out. It it there¬ 
fore an argument which should be kept in 
reserve for the present. 

It), f also atLiich a note (Annex OH on 
the releases and indemnities which it will be 
necessary to obtain, as the legal expression 
of the operation of ‘ cleaning the slate.'’ 
The Memorandum of U rulers landing 
between the members of the Consortium. 
a copy of which will be handed to you by 
the representative of AJ.O.C. is for com¬ 
mercial reasons drawn up in such a way 
that, should any of these releases and 
indemnities not be obtained, it would be 
open to any party to lhe Memorandum of 

n Not 


Understanding to decline to go forward 
with the project as a whole. It is therefore 
important to obtain, if possible, all these 
releases in some or other form: the docu¬ 
ments themselves will be drafted at a later 
stage by the A.J.O.C As your Excellency 
will observe from Annex C , it is. not neces¬ 
sary that you should negotiate for these 
releases and indemnities in precisely the 
same form as that set out in the Memo¬ 
randum of Understanding between the 
companies, 

II As 1 said in paragraph !. I ant ready 
to leave you a wide measure of discretion 
in (he handling of this difficult issue. The 
AJ.O.C. have assured me that their repre¬ 
sentative on the negotiating team, Mr. Snow, 
will be at your disposal throughout and 
you will no doubt make good use of the 
services of Mr. Serpell of the Treasury and 
Mr Beckett of the Ministry of Fud and 
Power for so long as (hey can remain in 
Tehran, 

( am, Ac. 

ANTHONY EDEN. 


EP 15315 I No. 57 

RESULTS OF FIRST MEETING (APRIL 20, 1954) 

ill 

Sir Roger S(fven.\ to Mr. Eden, t Received April 20) 

(No. 349. Secret) Tehran, 

(Telegraphic) April 20 , W54 

My telegram No. 339 : paragraph 6. 

The first meeting on compensation was held this morning, Minister of Finance, 
Dr, A,mini, being in. the chair. 

2. I made a prepared statement based on your despatch No, 65 (text 
following by bag). In reply Ammi made the following points: — 

(if the Persian Government must likewise reserve all their legal rights: 

l»l they have always considered the compensation issue to be one between 
themselves and the Auglo-hanian Oil Company, but they acccp + 
intervention of the British Government as representing the Anglo- 
Iranian Oil Company: 

(iii) they had always accepted the principle of compensation. The only 
question was to settle the amount. Inking into account the off-set ting 
of Persian counter claims: 

Sivi they were glad to learn that there was no claim foi toss or future profit 
which they had always regarded as without foundation; 

(v) if the Anglo-Iranian Oil C ompany had suffered damage as a result of 
events in 1951. Persia had probably suffered more and the Persian 
Government could make a claim for loss resulting from the economic 
blockade f-rtek effect of which on public opinion would have to be 
taken, into account: 

(vit it would be advantageous to forgei ihe past altogether and start afresh. 

3, In reply I said ibaH did not wish to deal again with the controversial 
points (e,£.„ status of Her Majesty’s Government in I group undecipherable!), which 
were covered in my prepared statement. 1 could not however, accept the 
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suggestion Lhal aiij Persian lasses since 195J were due to us a or that any action 
by Her Majesty's Government eon it i luted an economic blockade. Am ini then 
quoted die C’hurdiill-Truman letter which to the best of his recollection referred 
to a blockade or something like it. He said that it was a matter of public knowledge 
that Persia'* economic cl docilities were created by Her Majesty s Government. 

4. From various remarks made during the discussion, and from the text of 
Note mentioned in my telegram No. 332 (on which I am reporting separately! J 
deduce chat the Persian Government are endeavouring to confine the settlement to 
the value of the Anglo-Iranian Oif Company assets, less their claim against Anglo- 
Iranian Oil Company, Since however we propose to raise toss and damage since 
195! they propose making a claim for their own loss for (he same period. 

5. At ihe conclusion of the meeting we agreed on the text of the communique 
contained in my immediate!) following telegram, 

6. J am telegraphing separately about the allegation of blockade. 


EP 15315/2 12) 

Sir Roger Stevens to Mr. Eden. iRereiveit \prit 201 

{No* 350. En dair) Tehran, 

(Telegraphic) April 2lh 1954. 

My telegram No* 349, 

Following agreed Press communique has been released. 

As it has been agreed that the subject of compensation which does not 
directly concern members of the Consortium other than A.I.Q.C. could best 
be handled on a direct basis between British representatives and the Persian 
delegation, the latter held: a meeting at the White Palace on Tuesday, April 20, 
with a group consisting of Her Britannic Majesty's Ambassador, Mr. Snow, 
representing A LO.C, and Messrs. Beckett, ScrpclI and Wright, 

General discussions took place in a friendly atmosphere on the views of 
the two parties In respect of compensation and boih parties expressed 
determination to reach an early solution of the different matters at issue, 

The next meeting will take place on Saturday, April 24. 


EP 15315/5 No, 58 

RESULTS OF SECOND MEETING (MAY X 1954) 

fl) 

Sir Roger Ste vens' to Mr , Eden. ( Received May 4\ 

(No. 436. Secret) Tehran 

(Telegraphic) May 4, 1954. 

My telegram No. 349: Compensation. 

The second meeting on compensation was held on May 3, A mini read a 
prepared statement (copy follows by Saving telegram) in answer to my opening 
statement. Me noted that no claim would be made in respect of assets used by 
the Consortium, and then referred to the Consortium memorandum of April 14. 
where it was stated that a percentage of the value of facilities in question would 
he included by the Consortium us annual operating costs. In view* of this he asked 
io be informed of total value set on assets, and exact method of arriving at value. 
He also rejected Aug So-Iranian Oil Company's claim for damages arising out of 
the events of 1951, suggesting that the assumption in my statement that a sum was 
due to the company would require justification, particularly in view of the exclusion 
of claims for installations in ihe south and future profits., 

2. In my absence owing to illness, Wright thanked Amirn for his statement, 
and said that the points made would require careful study, He wished to say fit 
the outset, however, that the losses incurred by Persia were regarded by 
Her Majesty's Government as directly attributable to unilateral action taken by 
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the Persian Government. The A.I.O.C. had never relinquished their rights to 
the cil, and merefv look action to which they were fully entitled. Aminl pressed 
for further information about ihe value of assets to be charged as a cost. Wright 
answered to the effect that in our view this was a matter for the Consortium and 
not for compensation negotiation, 

3. We extracted from the Persians a l>$l of their counter-claims which they 
divided into definite debts due from the company which should be exactly assessed, 
and claims of a more contentious kind. The list follows by Saving telegram. 

4. In subsequent discussion A mini rejected our claim for loss and damage 
on the ground that Her Majesty’s Government had recognised nationalisation, 
and furthermore the company were offered Full facilities to continue to ship oil 
after the passage of the Nationalisation 1 aw We explained that provisional 
acceptance of nationalisation was contingent upon a satisfactory settle me m. 
including payment of adequate compensation. 

5. Although less and damage inflicted on Persia as a result of the so-called 
economic blockade was not listed in the counter-claims, it is obviously the Persian 
intention to try to secure the cancellation of the two loss, and d.muiue claims. 

6. Next meeting has been fixed lor May 5 when the Persians expect to have 
monetary figures available in respect of some of their counter-claims. 


EP 15315/6 (2) 

Sir Roger Stevens to Mr. Eden. (Received May 5! 

(No. 444. Secret! Tehran. 

(Telegraphic) May 5, 1954. 

My telegram No, 456 r Compensation. 

At this morning's meeting 1 concentrated on refuting the Persian rejection of 
our claims for loss and damage since 195 3 . 3 also stated that il I he Persians 

maintained their contentious claims, we could likewise produce claims of simitar 
nature. Wc would, however, prefer to avoid dot tig this and concentrate on a 
broad and just settlement. 

2. Aniini, in reply, said that Persia could not admit that there had been a 
unilateral tearing up of the 1933 agreement; she was merely asserting her sovereign 
rights. Me developed this theme at some length and again dwelt on Persia's offer 
of oil in 1951 to the A 1.0 C as proof of Persia’s goodwill and recognition of the 
A.I.O.C . s difficulties. He deplored the entry of Her Majesty's Government into 
what should have been a purely commercial matter, and asserted Persia's right 
to claim losses for the "economic blockade" tOn this occasion A mini tc ok ns 
his instance only the strong diplomatic pressure exercised by the E nit.-J Kingdom 
or other Governments which Persia had been unable to counter-balance.) 

3, One point, which may he worth recording, is that the negotiators claim 
lo be entirely unaware of A.I.O.C,'s offer to negotiate on n 50 50 basis on 
February 10* 1951 ([group undecipherable 7reference my telegram No, 841 
regarding the explanatory memorandum, paragraph 4). 

4, Although, m sonic ways, I should have preferred to avoid any raking over 
of past history, it was inevitable that we should do so on one occasion at least, 
if only in order (Hat Ambit should have had his say on the past In from of hi* 
fellow-negotiators. A certain amount ol reference to the past is, of course, 
necessary in connection with A.I.O.C Vs claim for loss and damage since 1951, 
and the refutation of Persia’s claim for damage in respect of the blockade," 

5. 1 am glad to say that Henderson has made the point strongly to Entesuim 
that world opinion will export payment of compensation to AJ.O.t . by Persia 
if Persia is to be regarded as a credit-worthy nation, and that the argument used 
by the Persians as reported in paragraph 4 of my telegram under reference will 
not be conducive to respect for Persia's word, 

6, Only a forma] communique wa,s issued at the end of to-day's meeting, 

7. Next meeting tomorrow evening. 
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EP 15315/8 (Jj 

Sir Roger Sre verts to Mr. Eden. t Received May 6) 


<No. 455, Secret! Tehrmu 

(Telegraphic) May 6. 19*4. 

My telegram No. 444. 

As si result of him dropped down the line, I reverted with A mini this morning, 
to our discussion on compensation yesterday, on she lines previously agreed with 
ihe Anglo-Iranian Oil Company representative, Entezam was present" 

2. I "aid ihuL we hated to get involved in sterile controversy over the past. 
1 realised it might be awkward for rhe Persian Government explicitly lu accept 
the claim fer loss and damage resulting from the events of 195!. (Thai was what 
the hint conteyed.) Wc were quite ready to explore ways t i coverin'* it up to 
help with the presentation. But basically’we were completely convinced that the 
claim was one which could he justified io the hill on the basis of equity. Leaving 
the earlier years and legal arguments aside, a great injustice had been done to the 
Anglc-framan Oil Company in 195 3; it was for effect of this wt were claiming. 
(To my surprise Amini unmntikably signified assent to IhisJ 

3 I ihen outlined the procedural position as I saw it. Perhaps I could besl 
express it by saying that if we had to go to arbitration, which wc hoped wc would 
not. we should be in a poshicn to produce evidence for asking not much less than 
OOO million.' under this heading. Wc had cursorily examined the Persian counter* 
claim and f must frankly say there was little there wc could accept as ail offset. 
But we wanted to be generous and to have a quick settlement. If we could net 
down to discussing compensation on a basis of the net amount due to the Anglo- 
Iranian Oil Company, payable over a considerable period so as not to burden 
Persian economy. we should he prepared to think in terms of a verv considerable 
reduction below the figure I had named. 

4. As I had heard that A mini had, at least tilt yesterday, been hoping for a 
complete washout of the claim and counter-claim E also satd that it seemed to me 
essential for Persia's good name and reputation (especially from the point of view 
of attracting capital in the future) that the net result of this negotiation should he 
payment to the Anglo-Iranian Oil Company of a reasonable sum He did not 
demur, 

5, Both Ministers received rm remarks; most cordially; nor did they appear 
to wince .it the figure. Amini agreed that to give the negotiations a more practical 
turn I should repeat my remarks in the plenary {?grmips omitted! this afternoon. 
He merely asked me (o be gentle with Bayat’s lender feelings. We shall also discuss 
the Persian counter-claim. 


EP 15315/22 No. 59 

CONVERSATION BETWEEN HER MAJESTY'S AMBASSADOR AND 
THE PRIME MINISTER ON JUNE 28 

Sir Roger Stevens to Mr. Eden. {Received June -V) 

(No. 675. Confidential) Tehran. 

(Telegraphic) June 29. 1954. 

I hud an informal talk with the Prime Minister last night. I was accompanied 
by Snow, t stressed importance of compensation talks keeping pace with progress 
in Consortium discussions, since rhe two subjects were inter-dependent. As regards 
procedure, I said [hat wc were willing to discuss further Persian counter-claims, 
but first wanted to be clear; 

k/!i that object of such discussions was to enable the Persian Government to 
suy that they had been examined, not to reach final conclusion on the 
acceptability or otherwise of each claim; 

(hi that the Anglo-Iranian claim for loss and damage resulting from the events 
of 1951 would also be discussed and brought into die calculations. 
It was a claim which ought to be met from point of view of equity and 
justice. 1 also emphasised that a net payment by Persia was the only 
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outcome of these discussions which would rehabilitate Persian credit 
and the prestige not only of His Majesty’s Government, but also of 
the Governments associated with the Consortium. 

7. Amini reassured us on (eA As regards ibj he expressed willingness to 
discuss AXG.C claims, but said that he could not agree to arrive at a net figure 
which was based on an opera acknowledgment ol this claim. Ho suggested that 
after an examination of the claims of both sides, it might he possible to arrive 
;H a net sum to be paid io represent compensation under some general title. He 
hoped that the amount would be symbolical, to which 1 replied that there were 
large as well its small symbols in this world. 

3, A formal meeting on compensation has been arranged for June 30, Amini 
indicated that he would lie willing to have the meetings on alternate days on 
compensation, hut it nuiv require an effort to hold him to this. 1 should, however, 
be grateful for supplementary briefing on gold clause, and oil supplied to allied 
forces as soon as possible. 


EP 15315/40 No. 60 

RESULTS OF MEETINGS HELD ON JULY 22 AND 23, 1954 

( 1 ) 

Sir Roger Si evens to Mr. Ed err [Received July 22) 

(No. 787. Secret) Tehran. 

\ Telegraphic) 7w/y 22, 1954. 

My telegram No. 778: Com pens a lion, 

At further meeting this afternoon wc concluded the argumentation of the 
whole field of claims find counter-claims. E therefore put forward the suggestion 
of analysis of figures, indicated that it would he reasonable that Persian 
Government should pay Anglo-Iranian Oil Company a sum of £100 millions and 
that, in the event of satisfactory arrangements, payment could be spread over a 
maximum of twenty years, 

2. Amini replied that after most careful consideration the Iranian delegation 
was tenable lo find grounds which ihey could defend to their public for meeting 
loss and damage claims as presented by Anglo-Iranian Oil Cbmpuny. He did 
not. as on the previous occasions, try to dissect the claim, but simply said that 
insufficient evidence regarding company operations was available to'him. For 
example, to accept claim of £7K millions he would have to sec ill the charter 
parlies. He could not possibly stand up in Parliament and say that he accepted 
company claim "as stated by them and without supporting' evidence,” In a 
spirit or goodwill, however, Iranian delegation had been attempting to find some 
other basis on which they could explain the company claim. I hcv Wre prepared 
to take company net profit in 1950 of £35 millions and tipph that to three 
succeeding years on Ihe assumption that the total net profit of £105 millions had 
been lost. 

3. When 1 pressed Doctor Amini io slate what Iranian counter-claims he 
was Khl3 pressing by way of off-set to this figure lie became somewhat reticent, 
but finally agreed to make an offer at a meeting scheduled for 4 o’clock. July 2,T 
He has told United States Ambassador (hat Ihe offer will not be hiree, 


EP 15315/43 (2) 

Sir Roger Stevens to Mr. Eden. [Received July 25) 

(No. 792. Secret) Tehran. 

(Telegraphic) July 23. 1954. 

Compensation. 

Ai 17th meeting this afternoon Amini opened the proceedings by offering 

net payment of £10 millions. After much argument he increased this offer to 

£20 millions, saying that there was no prospect of his going higher. 
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2. i maintained throughout ihe discussion that t was not authorised to 
discuss an) figure below £1§0 millions and that his offers appeared so small in 
relation to what we thought just and equitable that 1 could not undertake even to 
report them to London. 1 urged the Persian delegation to reflect again on the 
problem before our new meeting. 1 was surprised that A mini doubled his bid 
durinc the course of to-dav’s meeting and 1 think that we might get lum up to 
£25 millions or conceivably £30 millions, 1 would regard the last as an absolute 
maximum. We shall irv to arrange another meeting for Sunday to test him and 
also to discuss the draft formula (copy by bag). After that I should be in a position 
to make & firm recommend a lion. Snow is proposing that a meeting of I he Board of 
A.f.O.C should be called for Tuesday, July 27. 

3. One item (valued at £12 millions) which the Persians arc u$mg offset 
the figure ol £105 millions, mentioned in my telegram No. 787 is the gold clause 
claim which they hove reduced but not withdrawn. I have warned them that we 
cannot possibly accept a specific reference to any payment on account of gold 
clause but in view of (he Iraq precedent i assume you would see no objection to a 
general payment covering this and other items, all unspecified. 

4. The Persians know all about Iraq. 


BP 15315/43 No, 6! 

DISCUSSION IN LONDON BETWEEN ANGL0-IRANIAN OIL COMPANY 
AND HER MAJESTY'S GOVERNMENT 


Ur. Eden to Sir Roger Stevens I Tehran) 


No. 759. Secret) foreign °Pf e \. IO „ 

Telegraphic) J “'* 24 ■ 1954 

Your telegram No.. 792 I July 23: Com pens niton |. 

A10C discussed position with us to-dav, They said they regarded the 
Persian offer as derisory But at least it admitted the principle that a net payment 
vas due to the Company. Further, the offer was made up of two component first. 
5 aymerit for the distribution facilities, and second a net sum covering claims and 
aunler-claims. 


2, T he Com pany the n ask ed t wo quest ions; — 

to) Would it be useful tactics to suggest to the Persians that their offer was so 
low that recourse should be had to arbitral ion to decide what figure 
should he paid on account of the second component? Any such 
suggestion would have to be on the basis that the principle of payment 
had been accepted and that what remained was to obtain an impartial 
ruling on the figure. There would be no question of an open-ended 
arbitration, nor would payment in respect of the first component be 
in issue. 

to) Was there any possibility of inducing ihe Americans to tell the Persians 
that in their view the offer was too low'? 


3 We replied that on both counts we were unable to give an immediate 
reply The question whether recourse should be had to arbitration was one which 
we should need to submit to Ministers, As for the possibility of American support, 
our impression was that there was link hope but that we would seek your advice. 
The recommendation forecast in paragraph 2 of your telegram under rclcreitce 
will no doubt cover this 

4 Your paragraph 4, We sec no objection. Presumably tax on oil supplies 
will not be included in other items referred to (compare paragraph If)of Armstrongs 
letter dated duly 8). 
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EP 15315/44 No. 62 

PERSIAN OFFER OF JE25 MILLIONS 

Sir Roger Stevens to Mr, Eden. {Received Jniy 26) 

(No. 804, Secret) Tehran, 

(Telegraphic) July 26, 1954. 

My telegram No, 792 and vour telegram No. 759 : Compensation. 

After three and a half hours of tense debate last night, A mini came up with 
an offer of £25 millions. Before doing so he had said that if his earlier offer 
was unacceptable lie would have to lay the whole question before his Government. 
He would find it necessary to give them the full story of claim and counter-claim 
and to report that the only idea of an equitable payment which he had been 
able to extract from the United Kingdom delegation, viz, £100 million, appeared 
to him extortionate. He would have to tell his colleagues (and no doubt also the 
Shah) that he personally could not recommend anything higher, though others who 
succeeded him might think differently, 

2, Both Snow and l are satisfied that Aiimu meant what he said, and is 
genuinely comineed that any higher figure would endanger the whole agreement. 
We consider therefore that there is no prospect of increasing the Persian bid by 
negotiations with Amini. I am seeing Entezam this morning on other matters 
and will telegraph further if he gives me any reason to modify this view 

3, If the sum offered is not acceptable the only recourse would lie to 
arbitration. We have of late deliberately avoided mentioning this awkward subject 
to the Persians, but it seems highly improbable from remarks made by them in 
earlier discussions, that they would accept limited arbitration along the lines 
mentioned in your telegram under reference, 

4, We have considered the possibility of invoking American assistance. I 
cannot fed certain thai at this stage Henderson would act without instructions 
from Washington, which he might well not get. The mere fact of asking for them 
would possibly lead to embarrassment. Moreover, I do not believe that his 
intervention would be fruitful unless (conceivably) he was able to name a figure, 
within easy range of £25 millions, which he believed we would be prepared to 
accept. If it were possible to name such a figure 1 might just as well do it myself 
with some prospect of Henderson's personal support, 

5, Snow thinks, that if I am authorised to accept the £25 millions offer, I 
should propose payment over ten years beginning at the end of the second year. 
This would presumably have to be cleared with the United States Government 
in view of your telegram No. 1069 Saving to Washington, paragraph 3. If you 
approve the proposal, [ should like authority to put it to the Persians first. 1 should 
also like discretion to go to twenty years if absolutely necessary. 

6, We are saying nothing to the Press and have asked the Persians to do 
likewise, 


EP 15315/44 No, 63 

HER MAJESTY’S GOVERNMENT AND A.f.O.C, REACTION TO 

PERSI AN OFFER 

0 ) 

Mr. Eden to Sir Roger Stevens iT eh run) 

(No. 797, Secret) Foreign Office. 

(Telegraphic) July 28,1954. 

Your telegram No. 804 \oi July 26; Compensation!. 

Your success in getting the Persians to increase their offer to £25 millions has 
made progress possible. 

2, It has now been decided that, subject to the agreement of the Board of 
A.IjO.C. which meets to-morrow, you should be instructed to do vour best to 
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obtain a net payment by Persia of £30 millions, hut given discretion lo accept 
£25 millions, 

3. Neither Her Majesty N Government nor A.l.O.C. want arbitration. 

4. The proposal to refer in the Compensation Agreement to the Persian 
claim to nearly 150 millions under the 1949 Agreement has led to considerable 
discussion here. If it is to help A.LO.C. from the lax point of view a must take 
she form of a binding undertaking on their part to pay the sums in question to the 
Persian Government, It could not therefore be kept secret and, if it was expressed 
as a retrospective payment, might have serious repercussions in Iraq, Kuwait and 
Saudi Arabia, ail of' whom have outstanding claims with the oil companies for 
retrospective payments. It seemed to us, however, that this danger could be 
minimised if the payment were made dependent upon the coming into force of the 
main oil agreement and were linked more closely with the other compensation 
provisions, i>.. if the Agreement took the form of an undertaking by Persia to pay 
compensation of £75 millions tor £80 millions) over a period of years, with a 
parallel undertaking by A.I O.C to pay the £50 millions in question over the same 
period. Ut would He understood that the payments would be set off each year so 
that the only money actualEv passing would he the net payment from Persia to the 
AlO,C ). It appeared to us that this would have the additional advantages of 
la) producing a much larger gross figure for compensation, and (hi showing 
generosity on the part of the Company in making the payments which they had 
been prepared to make in 1949. 

5. The Company's reaction to this suggestion was favourable and Her 
Majesty’s Government have approval it, provided; 

(a) A f.O.C. obtain the agreement of their partners in the Consortium (thus 

giving them a chance to consider possible repercussions in the other 
countries); 

(b) the Persians do not raise serious objection: and 

i r ) A.l.O.C. agree that if the agreement of all concerned is not obtained within 
a week they will dronlhc idea of referring to the 1949 Agreement at 
all. (This was on the assumption that (he Consortium negotiations 
would be concluded within a week.) 

6. The Board of A I.O.C. will decide this point also to-morrow and the 
Company are meantime consulting their partners in the Consortium through their 
representative in New York, 

7. All the above is for your own information only but you may cell Snow 
in confidence. Sec my immediately following telegram. 


EP 15315 44 {2} 

Mr, Eden to Sir Roger Stevens tTehrtm) 

(No, 798. Secret) Foreign Office, 

(Telegraphic) July 1954, 

My immediately preceding telegram loi July 28: Compensation!. 

I agree that you should propose payment over 10 years, The Board of 
A.l.O.C, will consider to-morrow when this payment should begin. 

2, In view of the agreement with the United States Government in my 
telegram No, 1069 Saving to Washington, it is essential that the Americans should 
hear of this tirst from you. Please therefore approach Henderson and explain the 
situation reported in paragraphs 2 and 3 of my immediately preceding telegram, 
und say that in view of the very small figure, as compared with the £100 millions 
for which we had all hoped, it would be of great assistance to A.l.O.C, if they could 
obtain payment over 10 years. You should say that you have therefore been 
instructed to mention this to your United States colleague and then to try to obtain 
it from the Persians. You should make your approach in such a way that Henderson 
will he likely lo agree, 

] We shah be speaking Lo the United States Embassy here on the iame lines, 
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EP 15315/44 (3,1 

Mr. Eden to Sir Roger Stevens i Fehntm 

(No. $06- Secret) Foreign Office, 

(Telegraphic) July J0 f 1954. 

My telegram No. 797 lot July 28: Compensation). 

The Board of A.l.O.C. and all the other companies have now approved these 
proposals. 

2. We will reply very shortly lo your telegram No. 843, 


EP 15315/44 No. 64 

METHOD OF MAKING PAYMENTS 
(h 

Mr, Eden to Sir Roger Stevens iTehram 

(No. 808. Secret) Foreign Office, 

(Telegraphic) July SO . 1954, 

My telegram No. 806 [of July 30: t oinpeiraationl 

For Inland Revenue purposes there must be a binding obligation upon 
A.l.O.C. to make the payments in question to Persia. A.l.O.C , must, therefore, 
ensure that there is an equally binding and indeed prior obligation upon Persia to 
make the same payment iplus (he amount of net compensation) to them. 

2. It is not esse nit ai either for Inland Revenue or for A I.O.C. that this 
agreement should be published or (hat there should be any subsequent public 
reference to it. An unpublished agreement between A.l.O.C and the Persian 
Government in the terms of paragraph I above would, therefore, be satisfactory to 
A.I O C- The draft would have to be approved by the Inland Revenue. 

3. On the other hand a secret agreement would lose the advantages referred 
io in paragraph 4 of my telegram No. 797. And there would be n danger of 
subsequent leakage which the Persians might use as an excuse to default on their 
eo m pc fisat i o n pay men t$. 

4. 1 should, therefore, prefer if possible the arrangements m paragraphs 4 
and 5 of my telegram No, 797. The following arguments might be used with (he 
Persians; — 

(a) They themselves suggested (your telegram No. 760) that if A.l.O.C. make 
this payment to Persia, their reciprocal payment should be over a 
lieriod of years, thus linking it with their compensation payment. 

(hi The higher gross figure of compensation would improve Persia's credit 
with the world. 

(cl The Persian Government would be free to stress to its own public the 
small net figure and the fact that they had secured payment of the 
sums due in the supplemental agreement. 

5. If* however, the Persians will not agree lo paragraphs 4 and 5 of my 
telegram No, 797 you are authorised to foil hack on the arrangement in 
paragraphs 1 and 2 above. 

6. Please keep your United States colleague informed. 


EP 15315/44 (2> 

Mr. Eden to Sir Roger Stevens iTehrtini 

(No. 810, Secret) Foreign Office, 

(Telegraphic) July 30, 1954. 

My telegram No. 808 IoJ July 30, paragraph 2, first sentence; Compensationl 
Inland Revenue have now informed A.l.O.C. lhat allhough unpublished 
agreement as such might be acceptable, it is not certain that effect could be given 
to it for lax purposes if effect is not also given to it in AJ O.C.s published accounts. 

2. This reinforces our preference for the proposal in paragraphs 4 and 5 of 
my telegram 797, 
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EP 15315 57 


Q) 


Sir Rvgtr Stevens. tv Mr. Eden. ! Re celved Jui\ Si) 

(No, 851. Secret) Tehran, 

(Telegraphic! j u f v ?/ /$$£ 

Your telegrams Nos, 797, 798 and 806. 

Before meeting the Persians last evening, I spoke to Henderson about the 
period of payment. He saw no object bn to our going to Igroup undecipherable! 
ten years, but expressed the hope that payment should not begin for three years. 

2. At the meeting with the Persians, 1 opened by staling that Her Majesty's 
Government and the companies were ready to accept £30 millions payable over 
five or six years. I pointed out that this would involve rate of payment similar 
to that in our original proposal. A mini at once stated that any figure in excess 
of £25 mill Eons was impossible. After some discussion the Persian delegation 
proposed £25 millions payable over ten years, beginning January I, 1957; I accepted 
the amount and Ecu: year's period, hut said that I must refer their proposal on the 
moratorium. 1 have since received your telegram No. 8]] and wilt accept this 
last proposal at meeting scheduled for 6’ ¥1 a.m. G M T.. Sunday. Angus! 1. 


EP 15315/58 (41 

Sir Roger Stevens to Mr. Eden. ( Received August 1) 

(No. 869. Secret! Tehran, 

rrelegraphic) August /, t954. 

At a further meeting on compensation this morning A mini made it quite dear 
that he could noi accept any formula which specifies £76 millions (group 
undecipherable 7 as] over a period of [group undecipherable!. After considerable 
argument and explanation of our difficulties, he was persuaded provisionally to 
accept formula containing total figures of £115 millions and £90 millions. Full 
text of aide-iiKinuire is contained in my immediately following telegram. 
Paragraph 7 fir) remains to be discussed further between lawyers. We will Eel 
you know when it is finally agreed here. 

2. I hope that this text will be acceptable to vtui, Unless paragraph 4 can 
be agreed on a basis of gross figure, the only possible alternative will be To revert 
to the proposal in your telegram No. 743. which me si lions £51 millions *mU net 
figure of £25 millions oniv. This would presumably be less satisfactory from (be 
point of view of repercussions elsewhere, hut I should like discretion to propose it 
if Amini should have second thoughts about gross figures. If (his discretion 
cannot be given, then I must ask for full and detailed explanation, for the 
information of the Anglo-Tranian Oil Company's represent alive here, of why 
mention of gross figures is necessary 

3. Amiui naturally considers that it will be necessary for him to explain gross 
figures. Indeed, his objection to the mem con of £76 millions was (hat il would 
be so hard to explain. He has, however, agreed that in any explanations he will 
only make use of the following'; 

£105 millions for losses and damages Etc Anglo*Iranian Oil Company; 
£10 millions for internal distribution assets; £J(J millions for disruption of 
Iranian economy and £9 millions for miscellaneous claims not (repeat noil 
in be specified. In Connection with the £30 millions he would say. if pressed, 
that this includes allowance for inability of N,I O.C. to sell greater quantities 
of oil in the past three years. In This event he would not suggesl that any 
specific amount inside £30 millions had been agreed for this allowance 

$. I shall he craleful for very carl) instructions regarding text of aide-memoire. 
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EP 15315/59 (5) 

Sir Roger Stevens tv Mr. Eden. {Received August /! 

(No. 870. Secret) Tehran, 

(Telegraphic) - August L JV54. 

My immediately preceding telegram. 

Following is “aide-memoire on compensation settlement. 

Whereas (groups undecipherable! arrangement with the Consortium 
necessitating an agreement on queslion of compensation the two delegations have 
given careful consideration to the financial matters outstanding between The Iranian 
Government and the Anglo-1 ra man Oil Company Limited. 

2, They have had regard to arrangement made between the Iranian 
Government and the Consortium, which includes provision in respect of use [group 
undecipherable] assets, in consideration of which the Anglo-Irani an Oil Company 
Limited relinquishes alt claims in respect of the said assets. 

3, They have made a meticulous examination of alt Claims and counter-claims 
of both sides. 

4, They have taken into account value of the internal distribution of assets, 
the Kerman shah refinery and Naft-Jshah oilfield and disruption of enterprise of the 
Anglo-lranifljt Oil Company Limited on the one hand, and the disruption of Iran’s 
economy arising out of failure of the two parties to reach a settlement following 
upon nationalisation of Iranian oil industry in 1951 on the other hand. 

5, They have also taken inti' account Iranian Government's view that in 
equity they should receive upon ratification cl the new agreement with the 
Consortium additional sum which would have accrued to them under the 
Supplemental Agreement of 1949 if il had come into force, and the Anglo-4ranian 
Gil Company have agreed to pay £51 millions in respect thereof as herein provided, 

6, Having regard to I he foregoing it has been agreed that the sum of 
£115 millions shall be paid by Iran to the A.LG.C. Limited and that the sum of 
£90 millions including the said sum ol £51 millions shall be paid by the 
A.[.O.C. Limited to Iran, thus arriving at a net a mount payable by [ran to the 
A.I.O+C. Limited of £25 million®. This sum shall be paid by Iran in ten equal 
annual instalments beginning on Jarman 1, 1957. Settlement "may be effected by 
down instalments Igroup undecipherable] sel off against tax liubililv of Trade 
company io be established by the A.I.O.C, l imited under the Consortium 
Agreement. 

7, This payment is in full and final settlement of all claims and counter-claims 
by Iranian Government and N.t.O.C. on the one hand and by the A I,O.C. Limited 
on the other in respect of any matters prior to the effective dale of the Consortium 
Agreement, The A,I,O.C Limited give in favour of Iranian Government and 
N LO,C. a formal release from all claims and demands of company m respect of 
am such mailers, The Iranian Government and the N.LG.C. in their turn uive 
the following formal releases and indemnity in favour of the A LO.C. Limited— 

la! a release from all claims and demands ol ihe Iranian Government, and 
N LO.C, in respect of an\ mallei prior to effective date of die 
Consort i u m Agrcemcnt; 

(70 an indemnity aput any liability in respect of any claims and demands 
that may be made against the \ LO.C Limited by third parties arising 
out of oit operations in Iran of the 1 said, company: 

(<•! an indemnity in respect of any claims and demands arising directly or 
indirectly from events of the 1951 Agreement be made against the 
A.LO.C. Limited by third parties, but excluding claims arising by 
reason of A.I.O.C 3 muted activities in bringing L> the notice of 
intending purchasers and others the dispute which has arisen in regard 
to the |it3c to Iranian Oil and in otherwise seeking to defend their legal 
rights, 

8. Lhe Compensation Agreement and Consortium Agreement shall come 
into force together. 
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EP 15515/61 (6) 

Sir Roger Steva is to Mr. Eden . (/tece/ved Awgwtt ■?) 

(No. 886. Secret) 

(Telegraphic) August 2. }954. 

My immediately preceding telegram. 

At l he same nice ling A mini suggested that from his own point of view n 
would be desirable that the final Compensation Agreement should he incorporated 
in the Consortium Agreement, thus eliminating possibility of separation as regards 
ratification. 

2. This suggestion is superficially attractive, but will require calami nation by 
lawyers, and will probable present drafting difficulties, since A.LQ.C alone will 
be a party to the compensation section of any combined Agreement. 

3. For the purpose of the aide-memoire, however, we agreed on the following 
wording in substitution of paragraph 8 in my telegram No. 870:-— 

" The wording of this aide-memoire is not intended to represent necessarily 
the wording to be used in the Compensation Agreement which is to ha 
satisfactory to the lawyers from both sides, and which will come into force 
together wsth, and form an Integral part of* the Consortium Agreement.'* 

4. Unless you let me know by emergency telegram I will assume the above has 
your approval. 


EH 15315/61 ffi 

Mr, Eden ro Sir Roper Stevens i Tehran) 


iNo, 831 En churl 
(Telegraphic) 

Your telegram No. H86„ 

No objection, provided Page agrees. 


Foreign Office. 

August 2, 1954. 


EP 15315/67 


m 


Sir Roger Sfevctn to Mr. Eden. (Received August J) 


Tehran. 

August 3, 1954. 


(No. 903. Secret) 

(Telegraphic) 

Mv telegram No. 897. , 

Amini has accepted the formula contained in my immediately following 
telegram which we submitted to him on basis of your telegrams Nov. .'43 arid 83- 
paragraph 4 t first sentence. He still sees difficulty, however, in there being no 
record for his own purpose as to how 05 millions is arrived at He will write die 
comnan\ a letter ito be drafted later) setting out his version of- this (in terms to 
he agreed by us) to which the company would acknowledge in A way which j .1lJ 
not commit them to agreement with detailed figure. 

i I am afraid our efforts, after your telegram No, MO had arrived to gW 
him to accept a redraft expressing more dearly the new point m paragraph (hi of 
im telegram were unsuccessful. , He simply said that the statement was untrue 
and he could not undertake to justify it. 

3 1 hope 1 may be authorised to accept the proposals in paragraph ! above, 
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EP 15315/68 (9> 

Sir Roger Stevens to Mr. Eden, [Received iugttst Si 

(No. 904. Secret) Tehran. 

(Telegraphic) August 3 t 1954. 

My immediately preceding telegram. 

Having regard lo foregoing it has been agreed that the Auglo-lranian Oil 
Company, Limited, shall pay to the Iranian Government the additional sums 
referred to in preceding paragraph, and such sums totalling £51 millions will in 
turn be sc I off against the amount payable by the Iranian Government to the 
Company representing the balance struck after examination, of other claims and 
counter-claims. In result, a net amount is payable by Iranian Government to the 
Anglo-Iraniun Oil Company, Limited, of 05 millions free of interest. This sum 
shall be paid by the Iranian Government in ten equal annual instalments beginning 
on January E, 1957. 


EP 15515*67 (10) 

Mr. Eden to Sir Roger Stevens 4 Tehran) 

(No. 849. Secret) Foreign Office. 

(Telegraphic) August 3. i954. 

Your telegram No, 903. 

You may accept formula in your telegram No. 904 provided that company's 
counsel in Tehran agrees that it will in fact result in net payment of L25 millions 
to A.LQ.C. and no (repeat no) physical payment by company to Iran. 


Hi* 15315/70 (III 

Sir Roger Stevens to Mr. Eden, (Readied August 4* 

(No, 9J0, Seem) Tehran. 

(Telegraphic) August 4. W54. 

This is to confirm the text which we are preparing for initialling of the 
aide-memoire on the compensation settlement. It follows that in my telegram 
No,, 870 with the following exceptions: — 

Paragraph 5,—Ends at the word “ force \ 

Paragraph 6.- As in my telegram No. 904. followed by the last sentence of 
paragraph 6 in my telegram No. K7£) beginning "settlement may be 
effectivedown to 14 under the consortium agreement.’’ 

Paragraph T (cL—Is omitted altogether Substance is being taken care of in 
the consortium agreement and Ihe company lawyers arc quite happy 
on this point* 

Paragraph 8. As in my telegram No. 886 paragraph 3. 


EP 15315/70 02) 

Mr, Eden to Sir Roger Stevens (Tehran! 

(No. 870, En cUir) Foreign Office. 

(Telegraphic) August-4, 1934. 

Your telegram No, 921, 

1 agree that no further amendments arc necessary 
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No. 65 


Vz P 111 1/7 


PAYMENT RELATIONS 


(t> 

,V/r. Eden to Sir linger Stevens (Tehrath 

(No. 262. Secret) Foreign Office. 

(Telegraphicj March 20. 1954 , 

As you know. * be proposed oil settlement contemplates payment of Persia's 
oil revenue in sterling. We have been considering what complementary 
intergovernmental arrangements should, if possible, be negotiated between the 
United Kingdom and Persia. Briefly, we should be prepared to give Persia: — 

til full transferability on the new basis tsee my telegrams No, 245 and 246 
lof March 17: Unification of non-resident sterling]}; 

i iii a reasonable measure of convertibility o',*?.. we should be prepared to 
provide dollars from I he central reserves to meet those of her essential 
requirements which could not be me! as readily or as cheaply from 
sterling sources!. 

2. This resembles the treatment which Persia received up to 1951 under the 
“ Memorandum of Understanding," though we should hope to secure thai the 
criterion of what is essential under 1 Pi) would be more strictly observed than was 
always the case before 1951, I he Memorandum of Understanding also provided 
a guarantee in terms of gold of the value of Persia’s sterling holdings and this 
we should not <repeat not), be prepared to revive since 

(f) such guarantees are contrary to all our present policy in regard to sterling 
balances: 

(iil there would doubtless be unfavourable repercussions in neighbouring 
oil-producing sterling area countries. 

3. Our hope is that Persia will be prepared to accept a new arrangement 
on these lines though her views may differ from ours on the size of her dollar 
entitlement, Our present intention is to explore the j round with the Persians as 
soon as the oil talks begin, and Scrpdl is standing by'to come to Tehran for this 
purpose. We should be grateful for your early views on these proposals, both 
of policy and procedure. Please see my immediately following telegram. 


EP JIM/7 Q) 

Mr. Eden to Sir Roger Stevens {Tekram 

(No. 263. Secret! Foreign Office. 

(Telegraphic) March 20, 1954, 

My immediately preceding telegram. 

Our thoughts on a payments settlement with Persia us summarised in my 
immediately preceding telegram were explained to Harley, United States Treasury 
representative in London, on March 19, He wus told that this course appeared 
to us. after prolonged consideration, to be the most appropriate, having regard 
to Persia’s requirements and uux own need to minimise as far as possible any 
balance of payments disadvantages resulting from the return to Persia, To go 
further or to pursue a different course would be very difficult for us, but we should 
welcome any observations which the United States Government might wish to 
make at this stage. 

2. Other points on which emphasis was placed were: — 

tfi! Our concern lest Persia should appear to do better in ihe payments held 
than her neighbours, ^This was particularly relevant to the questions 
of the gold guarantee and the provision for convertibilily3 

(M Our intention lo explore the ground thoroughly with the Persians before 
coming to any firm conclusion, 

6! The political importance of reaching a payments settlement with Persia 
which adequately protected our reserves. 
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3. Harley replied (hut, so far as he knew, the United States Government 
had no particular views on this matter at this stage. He would expect 
that the United Stales Government would "go along with " the proposals a? any 
rate until the> met an obstacle* when their attitude would no doubt depend on 
the circumstances. He mentioned, however, that Henderson hud expressed some 
concern at the proposals for sterling payments by the-Consortium. 1 he United 
States Embassy in London had replied that they understood that we were ready 
to give Persia a wide measure of transferability, together with a certain measure 
of convertibility. Henderson had ihcn said that his concern was partially allayed, 

4. By his questions Harley also seemed lo show that the Americans here 
have been thinking of a possible alter native under which the Consortium tor (he 
United States members of it) would pay over to the Persian Government the 
amount of dollars which Her Majesty’s Government were ready to furnish. Such 
a step riiu'ht. ii was suggested, avoid the difficulties which Henderson appeared 
lo hove in mind of obliging the Persian Government to come lo Her Majesty’s 
Government for almost its entire supply of dollars The disadvantages to 
Her Majesty's Government of such a course as compared with our own proposals 
were pointed out to Harley. 

5. We understand that Harley is telegraphing Washington in order to be 
able to give comments on our statement. He will be copying his message to 
Henderson, with whom you may therefore wish to discuss (his matter in the fight 
of this telegram and its predecessor, and also of the Treasury oaper <> M E. (54i 9. 


F.P EM 1/8 (3> 

Sir Roger Stevens to Mr. Eden, ' Received March 22) 

(No, 220. Secret) Tehran. 

(Telegraph id March 22. 1954. 

Your telegrams Nos. 262 and 263: payment* relation* with Persia. 

O.M.E (54i 9 did not reach me in last week's bag, and Henderson has not yet 
had Harley's telegram* I have, however, discussed your proposals with him. The 
following takes account of. and where necessary indicates. Ids views. 

2. Provided the schemes do not differ loo drastically from ihe treatment 
under the memorandum of understanding* 1 do not think, and neither does 
Henderson* that they should lead to any insurmountable difficulty. Indeed the 
Minister of Finance specifically told him two days ago that transferability and 
convertibility arrangements before 1951 were extremely favourable to Persia. I do 
not ihink demand for more strict observation of essentiality criteria would be 
regarded as unreasonable* as long as it is clear that it is the Persians and not we 
who are judge of what is essential. Any arrangement which involved referring 
to individual items would be rejected. 1 am not quite dear how dollar entitlement 
referred |o in paragraph 3 of your telegram No. 262 would operate, but presumably 
only as a ceiling, i think that the Persians may be reluctant to forgo exchange 
guarantee which was one of Lhichaj's successes, but the arguments against it arc so 
powerful that 1 have tip doubt they will accept an arrangement without it, 

3. Henderson's concern was largely set at rest by your telegram No. 262. 
He had not previously heard of the suggestion referred to in paragraph 4 of your 
telegram No. 263. realising what difficulties it mbht create for us. and said he 
certainly would not want to press it from here. He pointed out that Persia has 
entered Into a number of commitments with Germany* Japan and elsewhere* 
without seeing dearly where the foreign exchange is corning from, and that the 
Persians may well ask for the right to include these prior commitments among 
Persia's essential requirements. His view was that we should he well advised to 
grant this request. 

4. As regards procedure 1 consider, and Henderson agrees, that the moment 
to start payment agreement talks is after it has been made absolutely clear to the 
Persians by the oil companies’ representative, and it ncocssarv himself and myself 
(not to mention tf possible the French), (hat Persian revenue from oil will he paid 
by the consortium in sterling and nothing hut sterling Once lhat lias been 
established I am sure that the sooner payment arrangements can be negotiated the 
better, I would welcome Serpetl at any time, 

5. See also my immediately following telegram. 
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EP 1111/25 (4) 

Sir Roger Stevens to Mr. Eden. (Received April 22) 


(No. 367. Confidential) Tehran, 

(Telegraphic) April 22, 1954 , 


Payment Arrangements, 

Some progress was made at meeting to-day between Amim t Igrps. undue.! 
Samii and Serpell and Titchener. E he Persians developed at considerable length 
their needs on both political arid economic grounds For gold guarantee. We gave 
a polite but firm refusal on similar grounds. A mini “eventually suggested an 
arrangement under which Persia should receive a right to sell sterling for dollars 
of an amount equal at leu si to 40 per cent,, (i.e.. a proportion equal to American 
share of Consortium) of Persia's total sterling receipts. After prolonged further 
discussion A mini's [grp. undee, ? price! was reduced to the following. 

Uii Persia would have the right to sell sterling for dollars up to a Figure not 
exceeding 40 per cent- of Persia's sterling oil revenue. 

( 6 ) Persia would use this facility only for the purchase of goods or services 
essential to Persia and would not make use of the facility for " potting 
up " dollars, 

(cl Persian Government would undertake to exercise all due economy in their 
use of dollars and would so instruct Bank Mclli 

ft/) there would be no trade discrimination on payment grounds against sterling 
area. 

(e) Persia would make use of her own dollar earnings before calling on sterling 
area reserves within bounds of (a) above, lAmini added, however, that 
he would expect these dollar earnings to fall off to some extent.) 


2. Both sides emphasised that an arrangement on this basis must E^e subject 
to further consideration and on our side reference hack to London The intention 
is that we and Bank MelU shall endeavour to set the position down in black and 
vhite with more precision, albeit always on a hypothetical basis. The procedure 
is alt (he more desirable since to-day's conversation was conducted in French, 
though the more important points were clarified in English with Nasser. 

3. The following points are worthy of notice:- 

(ji Amini said that the Persian Government had perhaps been somewhat hasty 
in saying that sterling was " unacceptable. From the remainder of the 
conversation we gained the impression that the Persian Government is. 
in fact, reconciled to the idea of payment by Consortium in sterling. 

lii) the discussion* though somewhat exhausting* was conducted in a very 
friendly atmosphere. 

nu) We were able to make some play with the fact* of which Aiumi was 
apparently unaware, that previous Memorandum of Understanding had 
not been published, 

liv) as discussed today 40 per cent. ceding ' would apply to sterling purchases 
of oil revenue and not to Persia's total sterling receipts from all sources. 
This should restrict the United Kingdom's maximum dollar liabilities 
to about $784 millions per annum by 1956, On the other hand it is not 
impossible that by “ oil revenue " Persians will Inter say they wish to 
include stcrline paid by Consortium for rials needed for local 
expenditure. We should naturally try to avoid this* but should be 
grateful for instructions on this point. 


4 Amini expressed the view that it would be some time before he would 
be ready to go to his colleagues in the Government with a proposition on these 
lines Presumably, like ourselves, he does not wish to be finally committed on any 
particular aspect of the negotiations except as part of a convenient arrangement. 

5 We should He grateful for your early comment on the desirability of 
concluding in principle an agreement on the lines outlined in paragraph 1 above 
SerpelPs letter of April 22 to Armstrong which left here by yesterday s bag, seek* 
advice on certain other points of importance in the draft and wc should be grateful 
if comment on these loo could follow as soon as possible. 
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EP 111 1/25 (5) 

(No. 399. Confidential) Foreign Office, 

(Telegraphic) April 24,1954* 

Your telegram No. 367 lot" April 2: Payments Arrange men ts I. 

You have obviously made excellent progress: The following are our 
preliminary reactions. Final views must be reserved until we see the text referred 
to in your paragraph 2 . 

2. We think that an agreement on the tines of your paragraph I would be 
satisfactory from our point of view. We suggest that all the details of Persia's 
convertibility facilities (including the 40 per cent, ceiling) should be kept to an 
unpublished exchange of kitess, and that what is published whethei in the forme! 
agreement or otherwise) should merely be a statement to the effect that Persia 
would have facilities for converting sterling into dollars for the purchase of essential 
goods or services. Publishing ihe details might create the impression in Persia 
that the Persian Government had got sortie thing less than they might have hud and 
thus lead to pressure upon us to increase the percentage. It might also lead to 
repercussions in other neighbouring countries* which do not convert as much as 
40 per cent, of their sterling oil revenues, 

3. Your paragraph 3 (in. We agree that you should try to limit conversions 
to 40 per cent, of the sterling paid to the Persian Government by the Consortium, 

excluding the sterling proceeds of rials purchased by [he Consortium for local 
expenditure; but we should not wish to make this a breaking point if the Persians 
insisted on it and the arrangements were otherwise satisfactory, 

4 . Serpcll's letter of .April 2! just received. Comments will he telegraphed 
soon as possible. 


RP I) El/28 No. 66 

“HEADS OF AGREEMENT" 

0 ) 

i Arrangement between Persia and the Untied Kingdom on tin Payment* Question) 

Sir Roger Stevens la Mr* Eden. { Received \prit 26) 

(No. 386. Confidential) Tehran , 

(Telegraphic) April 26, 1954, 

My immediately following telegrams give texi of a letter and enclosure which, 
if you agree, Serpdl proposes to scud to Nasser. 

Grateful for your very early comments. 


EP 1111/29 (2) 

Sir Roger Stevens to \fr. Eden. ( Received April 26) 

(No, 387. Confidential) Tehran. 

(Telegraphic) April 26,1954* 

My immediately preceding telegram 
Text of covering letter is us follows: — 

At the conclusion of our meeting on the payments question on April 22, at 
which His Excellency the Prime Minister, Dr. Amini, was present, 1 undertook to 
draft in the light of discussions, the “ Heads of Agreement " of an arrangement 
between Fran and the United Kingdom on (he payments questions. In our 
discussions we assumed that, following an agreemeni hetween the Truni n 
Government and the proposed international consortium of oil companies* the 
Iranian Government would receive in sterling iis revenues from the sale of Iranian 
oil. 

The draft ** Heads of Agreement ' T should, it was agreed* be regarded as 
provisional and confidential. 
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The ** Heads of Government" which l have now drafted on the (group imrfee. 
? basis! described above* are set out in the enclosure to this letter. ! should be 
very grateful to know whether* in the view of Dr. Amini and yourselves, they would 
form the basis of u satisfactory understanding on payment. Mr. kitchener and 1 
will of course be glad to d iscuss this draft with you should you wish, 

If the draft “ Heads of Agreement " are sEilhf idory, 1 would then propose to 
prepare more formal document which could he exchanged in due course between 
the Government of Iran and the United Kingdom or Bank Melli, Iran, and the 
Bank of England. The final signature would, no doubt, take place when an 
agreement on the lines indicated in paragraph 1 of this letter has been signed 
between Iran and the international consortium* 

We should he grateful to know your views on the sort of formal document 
which would he required. Daring one of our earlier conversations it was suggested 
hut a suitable arrangement might be a published intergovernmental payments 
agreement in general terms, with cn unpublished exchange of letters between the 
Central Banks, setting out in detail the 44 Convertibility Formula{paragraph 4 
14 Heads of Agreement "i An unpublished exchange of letters might also he a 
suitable way of dealing with the winding up of any residual guarantee on the 
remainder of the sterling balance held by lank Melli on November 20, II951 
(paragraph 7 of J ‘ Heads of Agreement '% The understandings mentioned in 
paragraphs 5, h and B of Heading of Agreement " might similarly be dealt with 
in unpublished exchange letters between the Governments of Iran and [he United 
Kingdom, 


EP ill 1/30 0 ) 

Sir Roger Steven* to Mr, Eden. {Received April 26\ 

l No. m Confidential! Tehran* 

{Telegraphic) April 26„ 1954. 

Reference my previous telegram. 

Following is text of enclosure;— 

Confidential Draft;— 

“ Heads of Agreement/ 1 

\l) transactions between Iran and the Sterling Area shall normally be settled 
in sterling. 

2. Iran will maintain appropriate cross-rate between sterling and United 
States dollars, 

3. United Kingdom will lake necessary steps to give Iran lull 11 transferable 
account '* facilities, including transfer of sums from registered accounts to accounts 
of persons resident m Iran* 

4. United Kingdom will lake the necessary steps tor Iran to he able* m each 
twelve months' period, to sell sterling for dollars up to a figure not exceeding 40 per 
cent, of the total revenues received in sterling during that period by the Iranian 
Government from sale of Iranian oil. 

5. Iran will use facilities under paragraph 4 above only for the purpose of 
roods ot services essential to Iranian economy, 

b. The necessary steps wall be taken by Iran for use of Iran's own earning s 
of dollars from other sources before calling on facilities made available by the 
United Kingdom under paragraph 4 above 

7. Any guarantee of any part of Iran T $ sterling balances which may still exist 
under paragraph 3 of the Memorandum of Understanding of October 5, 1950, and 
Article U of the Financial Agreement of May 26, 1942* will be terminated. 

g Iran wifi not discriminate on payment grounds against goods ot services 
originating in the sterling area* 

9, The foreping arrangements will be reviewed annually unless the two 
Governments decide otherwise 
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EP 1111/32 14) 

Mr. Eden to Sir Roger Stevens I Tehran) 


{No. 425. Confidential) Foreign Office, 

M ay L 195 4 

Your tdegr ams .Nos. 386, 3&7, 388II of Aprij 261 and No* 392 I of April 27: Draft 
Heads of Agreement!* 

My immediately following telegram gives our detailed comments on the points 
to be made in the drait Heads of Agreement. Below are our general views on the 
form of the Agreement and its scope, 

2. We do not wish to press for the financial understanding to take the form 
of a Payments Agreement on the present model In particular we think that to 
write in anything on the fines of your draft Article 2 'dealing with the cross-rale! 
would not be appropriate in present circumstances; wc should prefer to rest on -.he 
formal position of Persia's obligations as a member of the I M F 

3. Our preference on the whole is for the main agreement to take I he form 
of n published Exchange of Letters between Governments, though if (he Persians 
want a formal intergovernmental financial agreement we should not object. 

4. We realise that the Persians will want to have something published about 
thar convertibility facilities and we should sec no objection to the inclusion in the 
published documents of your Aft ides b and 8. together with a general statement 
based on your Articles 4 and 5. but omitting the percentage (see m\ immcdititdy 
following telegram). We slid attach great importance to the non-publication of 
the percentage and think it possible that if everything else were published Amini 
might be content for this to be in a secret Exchange of l etters. But he may insist 
on publication, and there is always the danger of leakage. Subject io your'views 
it seems better (o drop the percentage Idea altogether, dnee it appears that bv the 
tune oil production reaches its peak Persia’s likely dollar drawings would probably 
not exceed 40 per cent, anyway, 

5. Your telegram No. 392 makes dear that the problem of the M residual 
guarantee is likely to be a major point of friction, both in the present financial 
discussions and in the future, for unless il is wound up there will always rci> iiti 
this pocket of disputed sterling at the bottom of the barrel* Wc think tt important 
not io give Nasser any grounds for thinking that Her Majesty's Government 'ire 
trying to back out of their obligations, and wc suggest that'(he best plan is to 
attempt to settle the residual guarantee point once and for all as soon as possible 
It would seem from your telegram No. 392 that we shall onlv succeed in doing this 
with Persian consent by making a fairly generous offer, and it will be necessary to 
consult Ministers on this. In the meantime, therefore, you should sav no more 
io me Persians about the 44 residual guarantee 11 than that von have referred the 
question to London. 


f>. fhe a hove will, of course, involve a considerable 
letter to Nasser. Wc leave this to you* 


revision of (he covering 


EP 1111/32 (5) 

Mr. Eden to Sir Roger Stevens (Tehran) 

Wo. 426 Confidential) Foreign Office. 

(Telegraphic) May I. 1954, 

My immediately preceding telegram (of Muv I. Draft Heads of Agreementl 
Following are detailed comments on Heads of Agreement 
Your Article /.—Satisfactory. 

Your inick 2.- For reasons given in my tekeram under reference this shou ld 
be deleted. 

Your Article J,- Insert “ rights of 44 after “ including *\ 

Your -trrirh \ 4 and 5— These should be combined in a single Article, the 
reference to a limitation to 40 per cent, being deleted. Form of words we should 
like is: — 

‘United Kingdom will take necessary steps to enable sterling on the 
Transferable Accounts) of the Bank Melli. Iran, to be transferred lo Canadian 
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or American Accounts in respect rt current transactions between Persia alt cl 
the countries to which Canadian or American Accounts apply* on 
understanding that Iran will ask for such transfers only for goods or services 
which cannot be obtained on equivalent terms elsewhere," 

Your Article 6.—Satisfactory, 

Your Article 7—This should be deleted. 

Your A rliciti 8 and 9,—Satisfactory. 

2 , In Serpell’s letter to Armstrong of April 21 advice was sought on text 
to be used in Article 3. This follows by bag. 


EP 1111/34 No. 67 

PROBLEM OF RESIDUAL GUARANTEE 

Sir Roger Smwh' fa Mr, Eden, [Received May .>) 

(No, 43 L Secrets Tehran, 

(Telegraphic) May 3, 1954. 

Mv telegram 425; Payments. 

M : , paragraph 3. Serpcll saw Nasser Lo-da\ but regret that he was unable 
to make any headway on cancellation of residual guarantee* Nasser clearly, 
however* said he did not (repeal not! feel this need to be a mutter of any political 
difficulty. In his view Her Majesty's Government and the Bank of England should 
keep their word either bv continuing the guarantee as at present tin which case 
little more need be said) or alternatively by consolidating the outstanding amount 
guaranteed with (he total referred to in paragraph 2 of your Cmner 4 of April 2$, 

2. After further discussion Nasser said he accepted that the amount 

guaranteed should be the smallest amount held In Persia's sterling balance since the 
expiration of the Memorandum ot Understanding in November 1951. This i? 
an improvement on his previous position, but he still claims that the amount 
guaranteed should include Persian holdings of other sterling area currency. 

3 Serpell docs not fed the possibility discussed in the penultimate sentence 
of paragraph 2 of mv telegram under reference is likely to be a starter, but he did 
noloi course try out the idea it this meeting His personal view is that (he first 
Ll f Nasser’s two suggested alternatives quoted m my paragraph L above is the 
right one to adopt. and I agree 


EP 1111 34b 


No. 6ft 


PAYMENTS AGREEMENT AMERICAN INTEREST 

U) 

Sir Roger Stevens to Mr. Eden, (Received May 6) 


Tehran, 

May 


6 . 1954 . 


(No* 451, Confidential) 

(Telegraphic) 

My telegrams Nos. 425 and 431. & 

t here arc signs of developing American interest » United Kingdom-Persian 
payments arrangement* apparently with a view to protection of United Slates 
business gencrallv. To be on the safe side 3 think (he sooner we can put our 
wiiucn proposalto the Persians Ihe better I should be most grateful, therelore, 
if you would expedite replies to m) telegrams under reference so dial this may be 
done on Saturday, May 8. 
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EP 1111/34 (2) 

Mr. Eden to Sir Roger Stevens iTehran) 

(N o. 447, Con ti dent lab Ft weign Office. 

(Telegraphic) * May H. 1954, 

Your telegrams Nos. 425, 43 b 433 and 451 [payments!, 

Vve agree (see paragraph 2 lb of your telegram No, 425i that Iraq may well 
be tempted by the generous treatment of Persia to follow Jversen s advice and 
seek similar terms* But we think (hat this danger exists with or without the 
40 per cent, limit. That after all represents more than twice fra us current dollar 
drawings and such a limitation would scarcely discourage her from leaving the 
sterling atea if she decided that there were advantages in that course 

2. We also take the point in paragraph 3 of vour telegram No. 433 about 
difficulties in the first two years. But we think that in view of the low level of 
Persia’s total oil income m the early stages she may well argue that 40 per cent, 
will not meet her minimum dollar needs. In that case we mighi he driven to grant 
temporarily a higher percentage and this might then bs quoted as a precedent. 
On the other hand, if there were no overriding percentage limit, any concessions 
we might make in the first two years would probably not commit us" thereafter to 
anything more than meeting Persia's minimum needs. 

3. Our apprehensions about the use of the 40 per cent, formula are threefold. 
First, despite the apparent change of front on A minis part, she Persians m,i\ well 
be driven to defend their agreement with us by quoting their right to draw 
40 per cent, dollars. Second, even if Ainini were not publicly to use the figure, 
there remains the probability of a leakage. Third, once the'40 per cent, figure 
is agreed it will come to be treated as a minimum instead of a maximum figure. 
If. us is very possible, it became known, aft the Middle East oil countries would 
come to look on their oil as 40 per cenL “ dollar worthy, 1 2 * ' and take steps to secure 
the same formula. 

4. We realise the difficulties of dropping the formula now. We should not 
wish it lo be represented as a concession (paragraph 2 oiJ of your telegram 4251. 
since we do not want to give Ainini ihc Impression that we contemplate thin he 
will in fact need to go above 40 per cent., at any rate when oil production has 
reached the full figure, Nevertheless wc should strongly prefer you to take every 
opportunity that olTer* to drop the formula. If however it cannot be dropped, 
we will accept it provided it is relegated to it confidential exchange of “ letters of 
intention " between Governments placing on record an understanding that Persia 
will not normally require to transfer to American Account more than 40 per cent, 
of her annual accruals of sterling, and that she will not make transfers in excess 
of this figure without prior consultation. 

5. We will telegraph shortly on ihe residual guarantee. 


EP III 1/38 No. 69 

heads of agreement 

(11 

Mr. Eden to Sir Roger Stevens iTehratti 

(No. 456. Confidential I Foreign Office , 

tTelegra ph it) May fO * / 954. 

Your telegrams Nos. 464, 465 and 466 |Payments!. 

We have reviewed the whole mutter of the convertibility ceiling and, in the 
light of your strong recommend at inn and m particular your view rhui its existence 
can be kept secret, we agree that it should be retained, 

2, You may now' therefore put to (he Persians the “ hauls of agreement " 4 
set out in your telegram No, 388, as amended by our telegram No. 426, with the 
addition, in the Article suggested in our telegram to lake the place of your 
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Articles 4 .md 5, of ihc following words to pc- inserted niter she word “ services 
"which are essential to the Iranian economy and 

3* In presenting this draft to the Persians you should stress our requirement 
that the 40 per cent, ceiling should be kept completely secret and suggest that it 
he embodied in an Exchange of Letters between the two Banks* in which it is put 
on record that it is not the Persian/ in ten lion to use their facilities for converting 
sterling into dollars in excess of 40 per cent, of their annual sterling revenues from 
the sale of Iranian oil, I We agree that the formula in paragraph 4 of our 
telegram No. 447 was too loosely worried in its references to annual accruals of 
slerling.il 

4, The answer to the point raised in. your telegram No. 46b is that ihc 
expression 14 asking for ” is used in the same sense as in the former Memorandum 
of Understanding and docs not imply processing of each application. 

5. We have also reconsidered the question of the residual guarantee in the 
light o! paragraph 3 of your telegram No. 431, and have decided that the best 
course will be to continue the outstanding guarantee on the lines you advise. 
You may inform Nasser of this, making it clear that we were at no time think dig 
of repudiating the guarantee unilaterally, You should suggest that the (wo banks 
should determine the amount involved and record their agreement in an Exchange 
of Letters. 


EP 1111/39 (2) 

Sir knin't Stevens in Mr. Eden. {Received May fl i 

(No. 475. Confidential) Tehran* 

(Telegraphic) May U f 1954. 

Your telegram No. 456. 

1 iim most grateful for your telegram under reference. The draft 44 Heads of 
Agreement/’ amended as iinstructed tu your paragraph 2. were handed to Nasser 
by 5erpell and Titchener this morning with a confidential covering letter, text which 
is by next bag. 

2. Nasser said that he had heard from Amini that the latter was prepared 
to treat the 40 per cent, Jigure as [group undecipherable ? arbitrary]. He 
enquired: — 

(a) Whether wc would be prepared to gram convertibility up to the full value 
of the 40 per cent.* even if the dollars were not required for current purchases. To 
this we replied firmly in die negative* reminding mm of the course of our previous 
discussions, during which our altitude on this point had been made quite dear 
(please >.ce paragraph 1* sub-paragraph it) of my telegram No. 167 of April 22). 

(b) Whether paragraph 4 of the draft +: Heads of Agreement" (as now 
amended) meant that Persia must totally exhaust her present holdings of dollars 
before catting on the United Kingdom for any measure of convertibility. 

We said that* while the text was clear in the .illiriiuilivc, wc would note the 
enquiry (please see also my paragraph 3 below). Nasser said that while he thought 
some further discussions might be necessary* he himself did not object to our 
proposals Scrpclt then gave the explanations in paragraphs 4 and 5 of your 
telegram under reference. On latter point Nasser said that he had had some 
discussions with Amins who had endorsed remarks reported in first sentence of 
paragraph 2 of my telegram No. 431. He raised no objection to the proposal for 
a technical study by the Central Banks of amount involved, and we should expect 
him to confirm this letter. 

1 As regards my paragraph .7 f/>i above* wc should be grateful for your early 
instructions in case Persians should revert to the matter. Nasser said to-day that 
ho had about U,$.$3<> millions available for expenditure if required. On basis of 
present expectations for oil revenues it would seem likely that these will be heavily 
drawn upon during the next tvra sears, in addition to such dollars as may become 
available from other sources, including ourselves under a ay new agreement. One 
question* however* which may presumably be pm to us is whethcr'we would insist 
on the entire $30 millions being disposed of before allowing any measure of 
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convertibility, A negative reply might help to clinch matters and. possibly, to 
avoid American criticism, 

4, Please pass advance copy of this and my two immediately following 
telegrams to Armstrong. Treasury, 


EP 1111/40 (3) 

Sir Roger Steven 1 - fit Mr. Eden. [Received May H) 

(No, 476. Confidential) Tehran. 

(Telegraphic) May //, 1934. 

My immediately preceding telegram. 

Following is text of SerpelFs letter to Nasser of May 11. 

At the conclusion of our meeting on payments question on April 22, at which 
his Excellency the Minister of Finance Dr, Amini was present, 1 undertook to drafl 
in the light of the discussion and after reference to my Government* the Heads of 
Agreement ” of an arrangement between Iran and the United Kingdom on payments 
questions. In our discussion it was assumed that following on agreement between 
the Iranian Government and the proposed international consortium of oil 
companies, the Iranian Govern men I would receive in sterling its revenue from die 
sale of Iranian oil, 

2, The draft “ Heads of Agreement/' which my Government suggests should 
serve as basis of a published exchange of letters between Governments, arc 
set out in enclosure to this letter, 

3, In addition, my Government propose that there should be an unpublished 
confidential exchange of letters between Bank Melli, Iran, and Bank of England, 
in which is recorded the outcome of other principal matters under discussion 
between us, r,c., Fran s intention not to use facilities proposed in paragraph 3 of 
draft 1 Heads of Agreement ” for converting sterling into dollars in excess of 40 per 
cent, of Iran's annual sterling revenue from the sale of Iranian oil. In view of its 
exceptional nature and for reasons which I have explained on other occasions my 
Government must ask that the confidential character of this arrangement shall be 
strictly observed. 

4, I should be grateful if you could confirm that the foregoing arrangement 
would form basis of a satisfactory understanding on payments between Iran md 
United Kingdom. Wc shall* of course, be happy tu discuss them with you should 
you wtsh, If the proposed arangements are satisfactory I would then propose 
preparing more formal documents which could be exchanged in due course. Final 
signatures no doubt taking place when an agreement on the lines contained in 
paragraph I of this letter has been signed between Iran and the Consortium. In the 
meantime the proposed arrangements should be regarded as provisional and 
confidential. 


EP 1111/41 (4) 

Sir Roger Stevens to Mr. Eden. (Received May !2\ 

(No, 477, ( on I idem id j Tehran. 

/Telegraphic) May It. 1954. 

Your telegram No. 456: Payment. 

Your telegram under reference does not deal with the question how far we 
should reveal 

(h) progress* 

(fi) outcome, 

of payment negotiations to i he American and other parties concerned tin addition 
to United States Embassy, Netherlands Minister has latterly been making enquiries.) 

2, To some extent the answer may depend on degree of pressure to which wc 
are subjected from other parlies concerned. I should Still prefer to reach agreement 
tn principle with the Persians before describing the outcome to anyone. At that 
stage, however, 1 would propose idling all concerned that wc have reached 
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agreement in principle and lhai the Persians were satisfied with the fairness of the 
arrangement. The United States Embassy, however, may claim (hat they have 
a special interest, as much United Slates currency is affected. E should be grateful 
to know whether you would think it appropriate to tell them full details of 
convertibility arrangement including 4(1 per cent, if 
hi) Persians agreed, 

(In it were understood m advance that information would be f rested as 
secret. 

1 \ should be grateful also for your views on reply to possible questions from 
other interested parties as to whether there existed any limit to Persia's convertibility 
other than that contained in the published exchange of letters. Perhaps the best 
course might be to say that there was an informal understanding between the 
Central Ranks, which was acceptable to both sides, but which must remain 
confidential. 

EP 1111/39 IS) 

Mr. Eden to Sir Roger Stevens (Tehran) 

l.No. 475. Confidentiail Foreign Office, 

{Telegraphic* May J3 t 1954. 

Your telegram No. 475 I May 11: Payments]. 

Wc are glad to note Nasser’s general reaction and approve your attitude as 
reported in paragraph 2 {ui. 

2. On your paragraph 2 I/O we think it would he unreasonable to insist ilia) 
Persia's present holdings- of dollars tparticularly in view of their soured should be 
completely exhausted before she uses the conversion facilities we arc offering. Wc 
are of course anxious that Persia .should not be enabled to store up dollars, but we 
recognise her need to have some working balance in dollars and doubt whether it 
will be feasible to have any precise rules. 

3. Your telegram No. 477. While it would clearly be better to reach 
agreement in principle with the Persians before disclosing anything further to the 
Americans, we think you should riot withhold information to the extent of 
prejudicing your relations with them. When you do speak, you should tell them 
of the arrangements in full, including the secret understanding, with the reasons tor 
secrecy, and ;i request to keep it secret. If asked, you should take the same line 
with other interested parties, representatives of the French and Dutch 
Governments and the Consortium delcgation. 

4. This seems to us the only way o| getting m obligation of secrecy accepted 
by the interested parties who have some right to know what arrangements we have 
made and means of finding out if we do not tell ihent. We could not expect to 
shelter behind a reference to u confidential exchange between Central Ranks, 

5. Please let us- know what you say and to whom, so that wc can lake parallel 
action here. 


HP 1111/48 


No. 70 


PAYMENTS AGREEMENT- AMERIC AN INTEREST 


(i) 


Sir Roger Stevens to Mr. Eden. {Received May 21) 

I No. 536. Confidential) Tehran. 

(Telegraphic) May 27, 1954. 

My immediately preceding telegram. 

Last night I took Serpdl and kitchener, to explain the position reached in the 
payment negotiations, to Henderson who is leaving Tehran to-day. His reactions 
were favourable. He promised to insist when reporting to Washington on the need 
to observe secrecy on our combined formula (of which He had heard something 
from London This was the first we knew of such a revelation there). 
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2- Subject to your views, 1 should hope to avoid acting further on instructions 
in paragraph 3 of your telegram No. 475 until you have discussed the matter with 
Serpeli in London. 

3, Please pass advance copy to Armstrong, Treasury. 


El* 1111 / 48 (2) 

Mr. Eden to Sir Roger Stevens I Tehran) 

(No. 567, Confidential) Foreign Office, 

(Telegraphic) June 12 , 1954. 

Your telegram No, 536, paragraph 2. Payments. 

We have reconsidered the Inst ructions In paragraphs 2 and 3 of my telegram 
No, 475 [May I3|, When correspondence with the Persians about the revised 
Heads of Agreement has been completed you should volunteer to your Dutch and 
French colleagues and perhaps also to the Consortium negotiators (see paragraph 3 
below) that satisfactory payments arrangements have been agreed in principle with 
Persians, including full membership of the transferable account area and adequate 
facilities for transfer of sterling to American and Canadian account. If necessary, 
and if Persians agree, we would see no objection to revelation of text of inter¬ 
governmental Heads of Agreement. 

2. We should hope that this would suffice, but should you be asked the 
question forecast in paragraph 3 of your telegram No, 477 you should reply that 
the actual operation of the '"convertibility clause" must necessarily be on an 
informal and confidential basis on lines agreeable to the Persians and ourselves. 
Detailed arrangements (which would not however include day-to-day control by us) 
would be left to the Central Ranks, We hope you will be able to persuade Persians 
to take the same line. 

3, Action on the lines suggested above with Dutch and French should 
preferably be taken, in the first instance, in Persia but we may have to follow suit 
here. Please continue to keep us informed therefore of what you do Action with 
Consortium may perhaps best be taken here in course of any discussions we have 
with negotiators, and we shall likewise keep y ou informed. 


FP 1111/48 


<31 


Mr. Eden to Sir Roger Stevens t Tehran) 

(No. 579, Confidential) Foreign Office, 

(Telegraphic) June 16, 1954. 

My telegram No. 567 | Payments I paragraph 3. 

Wc told the Consortium representatives yesterday that satisfactory payments 
arrangements had been agreed in principle with the l^ersians, on the assumption 
that the Consortium payments to Persia would he made in sterling. We explained 
that the Persians would be given full transferability and an agreed measure of 
convertibility (see paragraph ! of my telegram under reference), We did not intend 
to exercise day-to-day control over Persian transfers to American and Canadian 
account. 


EP III 1755 <4) 

Sir Roger Making to Ur. Eden (Received June 19) 

(No, 281 S. Confidential) Washington, 

June 17, 1954. 

Your telegram No. 567 to Tehran, 

Randolph Burgess asked me to go and see him yesterday. Overby and 
Glcndmning, Hayden Raynor and Corbett of the State Department were also 
present on their side, 1 had Ricketl and Hall-Patch with me. Burgess said that 
George Humphrey unfortunately had another engagement, but had asked him to 


51653 


SECRET 


k* 2 


















128 


SEC.. J . i' 


pul the following poLnl lo me. They hut) had reports- about the proposed sterling 
payments agree roc iU with Iran* They understood that not only was Iran's right to 
convert sterling into dollars limited to 40 per cent, of her sterling receipts but that 
also she could make such transfers only for purchases which could not bs made 
within the sterling area. In particular, she would not have the right to convert 
sterling for the service of dollar debt. Mr. Humphrey was much disturbed at this 
proposal Coining on top of the limitation to 40 per cent, of Iran’s sterling it 
seemed to him to be altogether too restricted and to discriminate loo heavily against 
dollar payments, 

2, i said that I did not know the details of the proposed payments agreement 
though I was aware of its general provisions from telegrams which had been 
repeated lo me here. 1 recalled the history of the Memorandum of Understanding, 
cancelled in November, 1951 and said that as I understood it under the proposed 
new arrangements (he Iranian Government would receive in sterling its revenue 
from the sale of oil once agreement had been reached wilh the Consortium. I his 
sterling would be available for use not merely in Ike sterling area but in any country 
of the recently unified " Transferable Account Area," There was, however, to be a 
limit on the right of Iran to convert sterling into dollars since it would be stipulated 
that they should not ask for such transfers except for goods or services which could 
not he obtained on equivalent terms elsewhere. There was also the limit of 40 per 
cent, of their sterling receipts to which Burgess had referred. ! said that I did not 
know what the position would be about the service of dollar debt. I explained the 
reasons for which we felt bound to impose these limitations and pointed out that 
in spite of them the extra dollar burden which we should assume as a result of the 
agreement might be of the order of S4tl millions a year. We had also to consider the 
effect of any arrangements which we made with Iran on other Middle Eastern oil- 
producing countries, particularly Iraq, 

3, Burgess said that he understood that we did not propose that each 
application bv the Iranians to convert sterling into dollars would have to he 
screened bv the Bank of England but that some periodic “ post audit would take 
place. It was possibles also that the trade pattern might be such that in faci no large 
amounts of sterling would be converted into dollars. 1 his being so. they wondered 
whether the proposed restriction to essential dollar purchases might not prove lo . e 
largely formal. If this was so, it seemed a pity to include in the agreement a 
provision which on the face of n would appear so- discriminatory against United 
States interests. American oil companies were, after all. investing su b stan ti a l 
amounts of capital in this proposed new venture. 

4, l said in reply that l did not think it could be assumed that because there 
was to be no screening of each individual transaction the restriction would therefore 
be purely formal The Iranians would be under a definite obligation and we should 
m doubt consult from time to time in order to ensure that it was being earned out. 
I realised the part which the American oil companies were playing m the 
Consortium, but we for our part bad had to lake many unpalatable decisions in 
the course of these negotiations in the interests of restoring political and economic 
stability in Iran. E concluded by saying that I understood that the United States 
Administration were concerned at the limitation of Iran s right to convert sterling 
into dollars to transfers in respect of goods and services which could not be obtained 
on equivalent terms elsewhere* and that they would feel strongly if interest and 
reasonable amortisation of dollar debt were excluded. 1 undertook to report these 
views to you without delay and to ask for your comments on them, 

5 I learn that the strength of these representations derives from the strong 
feelings expressed by George Humphrey when he received information about the 
agreement presumably through the United Stales Embassy at Tehran. It is possible 
that some members of the Consortium have been at him, and of course ibis links 
up with the general altitude now being adopted by the Administration on the 
question of discrimination. 
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EP III 1/55 (5) 

Mr. Eden to Sir Roger Sa lens (Tehran) 

(No* 596, Secret) Foreign Office, 

(Telegraphic) ■ June 21, 1954. 

Washington telegram No. 281 Saving of June 17. 

It seems that the United Stales Government object chiefly to “essentiality 
clause " and to our reported refusal to allow Persia dollars for service of loans. As 
you know, the latter subject has only been raised with us indirectly bv the Persians 
and in fact no decision lias yet been reached here. 

2, The American complaint pays no regard lo the benefits the United Stales 
members of the Consortium of being able to sell their oil for sterling* We arc going 
into this with the United States Embassy here In the meantime please do what you 
can to keep knowledge of the complaint from the Persians and the Consortium. 
For your information, the United States Treasurs representative here says that the 
United States Secretary of the Treasury has been mainly influenced by telegrams 
from Tehran sent after May 21. We .should be grateful therefore to have anv 
information you can give us about the attitude of the United States Embassy. 

3, We will comment further as soon as possible. 


EP 1111/55 (6) 

Mr. Rtft'n to Sir Roger A fakins t Washington) 

<Na 2907. Confidential) Forefcn Office 

(Telegraphic! * jE?X2,,J|J* 

. our telegram No 38] Saying of June 17. 

TEte I rcasurv yesterday discussed your telegram under reference with United 
.States Treasury representative in London and United States Ojf Attache After 
some talk about genesis of American complaint (see my immediately followin' 
telegram) Treasury gave an account of our relations with United States Government 
up to the present on this subject, emphasising in particular that: — 

to* Uic broad lines on which we proposed lo negotiate wilh the Persians had 
been described to the United Stales Treasury representative here ion 
our initiative) before SerpelPs departure for Tehran. He had replied 
that while he had no formal comments, to make* we need not expect any 
difficult) from the United States Government. 
l/?i Soon niter his arrival in lehran SerpeU, again on his own initiative, had 
made a similar explanation to the United States Embassy, who had been 
giVL-ri an opportunity of offering views on the measure oi convertibility 
which should be given to Persia’s sterling, 
to* Unring the negotiations, we in London had kept the United States Embassy 
here informed. 

to) An earh copy of the “ heads of agreement ” had been given to the United 
Stale* I reastiry representative on May 20 
to) A full ex phi nation of our arrangements and the reasons for them had been 
given cm M:\\ 21 to United Stales Ambassador at Tehran, whose 
reactions had been favourable, 

fjfi There hud. nevertheless, been no irepeat no) indication from any source 
imtis now LuliI the 1 Ended States Government were in any way unhappy 
about the payments arrangements. These have now been agreed in 
principle with the Persians and. quite apart from any question of merits, 
we must clearly be most reluctant to make any alterations of substance’ 

2, The United States representatives seemed at one time to he attempt!m: to 
show ?hat unfair limitations were being imposed on Persia's convertibility. We 
replied that, as wc had told the United Slates representatives in Tehran, the Persians 
themselves had more than once described the arrangements as fair Eind just. As 
regards the question of the service of dollar loans, ihe Persians had raised this onlv 
indirectly with us. No final decision had in fact vet been reached here. 
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3, The I * it iced States representatives then o mcentratcd on the difficulties such 
in agreement would have foj the United States Government when published, 
having regard to the very large amount of dollar assistance which had been given 
to Persia during the last 31 years while the United States were “ pulling Britain's 
chestnuts out of the fire." (The United States representatives were unable, on 
enquiry, Lt> say what proportion of this dollar aid had been available tor spending 
for "offshore purchases."! The; 1 also suggested that the expected increase in out 
dollar burden as a result of the return to Persia was imaginary* or would be much 
-mailer than we expected. They were unable to sustain this argument when the 
matter was discussed in any detail. We for our part pointed out at some length 
the benefits to United States members of the Consortium of being able to trade in 
sterling. 

4. As regards the '* discriminatory " character of Article 3 of the ’ heads of 
agreement" we stressed that this (u) did no more than record the practice of most 
Sterling Area countries at the present time; du repeated the wording of the pre-1951 
Memorandum til Understanding (though that document had not been published) 
ll would have been impossible for us to justify to neighbouring oil-producing 
countries in the Sterling Aren an arrangement under which Persia received more 
favourable treatment than the\, They would more probably expect the reverse. 

5. United States Treasury representative {who had been in Washington during 
preparation of United States Government s complaint) did not give a firm reply to 
the query whether United States Government were objecting more to the 
publication of Article 3 rather than to its substance. 

6, United States Treasury representative to-day {June 22) telephoned to say 
that he and his colleague would not be reporting this, interview, He had, however, 
no objection to our doing so. 

7. We arc sending b> bag the revised copy of the heads of agreement which 
w; handed to the American representatives to-day. together with the revised draft 
exchange of letters between central banks fof which the United States 
representatives have not so far been given a copy), Wc are considering the points 
raised in your Saving telegram under reference and will send you instructions as 
soon as possible. 

8, See my immediately following telegram. 


EP JIJI/55 m 

Mr. Eden to Sir Roger Maid ns (Washington) 

{Mo, 2908, Confidential) Foreign Office, 

(Telegraphic) June 22, 1954* 

Guard. 

My immediately preceding telegram, 

During the talk to which my telegram under reference refers United Slates 
representatives laid much stress on the effect which had been produced in 
Washington by telegrams from Tehran, particularly those fallowing the mterlview on 
May 21 (referred to in Tehran telegram No, 536 to me), Scrpcll expressed 
astonishment at this. 

2. To-day United States Treasury representative telephoned twice* Hirst to 
suggest that in any reply to Washington we should not dwell on the views said to 
have been expressed by Tehran, and later to say that, in view of our surprise at 
Tehran's reported attitude he had re-examined the telegrams sent from United 
States Embassy, Tehran, after May 21* Except on one matter, now satisfactorily 
cleared up ithe degree of control to be exercised bv us over Iran’s transfers to 
American accounts these telegrams bore out our Uew of United States Embassy's 
^actions to our explanations of (he payments arrangements, 

3. In the context of other remarks by United Stales Treasury representative, 
;dt this leads us to assume that it may well have been Hoover who (having left 
Tehran before the completion of our payments talks with Amini) has been 
responsible for the present American complaint. 
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Mr. Eden to Sir Roger Makins (Washing font 

{No. 2925, Conlktentiafi Foreign Office, 

{Telegraphic) ’ June 23. 1954. 

Your telegram No. 281 Saving of June 17, Persia. 

_ We fed the greatest concern at the development reported in your telegram 
under reference, which wc believe springs from a genuine, though needless* 
misunderstanding, As you will see from paragraph 1 of my telegram 2907 (June 221 
we have, from the outset of the negotiations* explained our intentions on the 
payments side and indeed have taken the initiative in doing so. At no time has 
there been any suggestion (hat wc were proceeding on lines likely to be objected 
to by tire United States Government. The only period durine which some 
impatience has been expressed was in Tehran when we were in lull negotiation with 
(he Persians and when we ourselves were uncertain of the outcome. As soon as 
we had reached even an oral understanding in principle with the Persians a eleur 
account was given to the United States Ambassador at Tehran who gave it his 
approbation, 

2. Since that date we have been exchanging documents with the Persians and 
have discussed with the Consortium, representatives of the United States Embassy 
in London being present, ihc bases on winch we agreed to the use of sterling in 
connection with the operations of the Consortium. Meanwhile, as it appears from 
Tehran telegram No. 643 of June 22. detailed enquiries have been made of the 
Persians, without any word to our own representatives, on matters direct fa affecting 
us and which wc should have been glad to explain and discuss, fa is only now* after 
agreement has been reached on practically all outstanding points and after the: 
Consortium negotiators Have returned to Persia, that these representations have 
been received. 

3. We must emphasise that: — 

(ul (he United States members of the C onsortium have made it quite clear that 
unless they arc permitted to sell Persian oil for sterling they would riot 
be able to take part in the proposed operation on anything like a scale 
sufficient to satisfy Persia, if at all: 

r/>) we have therefore a substantial dollar bill to meet in respect not only of 
Persia’s dollar requirements, but those of the United States oil 
companies. The net additional dollar cost to us* after fakimi account of 
any dollar savings resulting from the resumption of operations in Persia* 
is expected to he in the neighbourhood of £15 millions in (he first full 
year rising to £20 millions in the third year. 

4. Wc must also emphasise dial ii would be impossible for us to justify to 
other oil-producing countries in the Sterling Area any arrangement under which 
Persia, only a fraction of whose oil can be sold for dollars, received more favourable 
treatment than they. The arrange men Tv devised for and agreed with Persia are in 
our view fair, and indeed sufficiently generous for ns to feel qualms about reactions 
elsewhere Our expectation* and we believe Persia's is that inter atia they will fully 
coverall Persia's reasonable dollar requirements. 

5. As regards Persia’s right to convert sterling for the service of dollar debt 
the United States Government have been misinformed* In fact this matter has only 
beeii raised with us by the Persians in an indirect way and has never been explicitly 
discussed (though we expect to have to do before the final formal documents are 
exchangedI. No (repeat no) decision has yet been reached by Her Majesty's 
Government, but as a r suit of (he consideration given to the matter during the last 
month we arc quite prepared to reach a friendly undemanding with (lie Persians* 
on lines which we hope would be agreeable to the United Slates Government, 
provided that the remainder of (he agreement remains undisturbed. 

6* As regards the contents of Article 3 oi the intergovernmental heads ol 
agreement, these do no more than set out the position which in practice obtains 
not only in Sterling Area countries, but in almost any country where shortage of 
dollars necessitates the existence of an exchange control, The wording closeh 
resembles that which regulated our payments arrangements with Persia between 
1947 and 1951 Indeed the Persians* accepting that some limitation on their right 
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of conversion is necessary, have been zealous in adhering to wording with which 
they were already fa miliar, As regards publication of this wording {which, would 
he a new feature) we should not expect undue attention to he attracted in view of 
the well-known facts that the world i$ short of dollars and that some restrictions on 
currency grounds are inevitable until sterling is freely convertible. 

7, As regards the '* screening,” this will not in fact lake an onerous form, but 
having regard for instance to the Persian desire to have further recourse to us in 
the event of their reaching the 40 per cent, maximum, we fee! it only reasonable that 
we should be able to point out to them possible dollar economies. As already 
indicated, we feel we must also be able to explain to Parliament here, as to other 
Sterling Area countries, that Persia is not being given better facilities for sterling 
conversion than anybody else F here is of course no frepe.il no) intent ion in the 
case of Persia or anywhere else of using an exchange control mechanism for 
“ acquiring commercial intelligence ” as suggested in Tehran telegram No, 643, 

8 Please speak urgently to United States Secretary of the Treasury personally 
on the above lines and endeavour to secure withdrawal of his objections. (For your 
information, we are told by United Si des Treasury representative iicrc that it is 
Humphrey himself who needs to be tackled on this subject,! In particular we hope 
that you will emphasise the following points: — 

ii\ the nature and outcome of our previous contacts with United States 
representatives here and in Tehran and our astonishment that they 
should have failed to seek any necessary further clarification from, us; 

(id the dangers of altering, so late in ihe day. an agreement which has been 
reached with the Persians and with which they are content (though we 
arc concerned at the possible effect of Bray's researches as reported in 
Tehran telegram No. 643) £ 

fiii) the great importance we attach to these payments arrangements, having 
regard to the sacrifices we have made in so many other direct sofas in 
regard to Persia; 

fivj our readiness in principle to reach an understanding in regard to the service 
of dollar loans. 

tv! the leniency of the exchange control arrangements contemplated with 
Persia: 

hi) the advantages enjoyed by the Untied States oil companies through their 
ability to sell oil for sterling. 

9, Please report urgently the outcome of your discussion in order that we may 
consider what, if any. further action is necessary. 


FP 1111/56 (9) 

Sir Roger Stevens to Mr. Eden. {Received June 22\ 

(No, 643. Secret) Tehran 

{Telegraphic) June 22.19S4. 

Your telegram No. 5%: Payments agreement with Persia. 

! have just seen United Slates Ambassador. Wc were both accompanied by 
Economic Counsellors, 

2. ! first impressed on him the need for secrecy while consideration of 
I failed States complaint was in progress. He fully accepted this. 

3. Me then read extract from his telegram of May 21, which described the 
Serpcll Kray conversation of May 22 reported in my telegram No, 545, and 
subsequent investigations which Bray had conducted with the Bank Mel!i 
concerning I he manner in which conversion requests had operated through 
fa ter-bank machinery under Memorandum of Understanding, Telegram reflected 
Brav's doubts, which have not been extinguished, concerning the use of inter-bank 
machinery for com ml of conversions, and for acquiring commercial intelligence, 
Mnd also regarding discriminators effect on United States export of essential goods, 
snd service clauses in intergovernmental headings of agreement. Position was 
again explained to Henderson and Bray, but I think it would be useful if I could 
be given precise account of documentation required by the bank, of use to which 
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it is put, and assurance that nothing more in these respects will be required from 
Persia than from any country in a transferable account area. 

4, I think there is little doubt that United States Embassy telegram of 
May 27 has given rise to anxiety about essentiality and the 40 per cent, limitation 
mentioned in V\ ashington telegram No. 281 Saving. On the other hand, Henderson 
assures me ihat he has at no time suggested we were proposing to deny the Persians 
the right to convert sterling for servicing of dollar debt. On the contrary he 
recognises that ibh is a matter on which it would be extremely difficult for us to 
express a view until more specific information is available, as to the extent of 
servicing required. He believes at present lime [hat there is no Igroup 
undeeypherablc 7 dcbtl of any magnitude which will require servicing in dollars. 
If America could he given the gist of paragraph 3 of draft inter-bank exchange 
of letters it might help to remove their doubts, especially as regards operations m 
the first year. 


FP 1111/5* (10) 

Mr, Eden to Sir Eager Sfevenx t Tehran) 

(No, 604, C onfidential! Foreign Office, 

(Telegraphic) * j line 2 4 , 1954. 

Your telegram No, 643 fof June 22; Payments!. 

My telegram No. 2925 to Washington [of June 231, Please speak to Henderson 
on the same lines, 

2. I hope that in particular yon will Impress upon United States Ambassador 
our jjjjruve disappointment at the lack of confidence and co-operation shown by 
Bray s enquiries of the Persians repotted in your paragraph 3, when none of us 
had an inkling that he fell any dissatisfaciion. 

3. As regards Iasi twenty-iwo words of your paragraph 3, Persia will have, 
under these arrangements, advantages not enjoyed by urn other transferable 
account territory. In addition to normal facilities afforded by our commodity 
market arrangements for acquiring dollar materials for sterling, Persia will have, 
fa contrast to the other transferable account territories, the additional facility of 
purchasing other essential dollar goods within the agreed limits, As regards your 
request for " precise account of documentation required bv the Bank. &e/' wc 
will telegraph further what you may say to the Americans or Persians 

4. _ Reference last sentence of your paragraph 4, Wc are considering your 
suggestion urgently but, as you will recall, we have alwavs discouraged the Persians 
from believing that this was a device under which the maximum 40 per cent, could 
readily be exceeded. Hence our refusal to give them an assurance of M favourable 
consideration." We should all the more wish to avoid giving misleading 
•npresston to the Americans, 

5. Until this mutter is settled, please avoid if possible acting on last sentence 
uiFjgraj-b I, my telegram No, 567 of June IT li you luive already done so please 
inform us. 


FP 1111/58 (11) 

\ f r. Eden to Sir Roger Stevens {Tehran) 

IN o- 609. bee ret I Foreign OBice, 

(Telegraphic) j iwe 2 S, 1954. 

My telegram No. 604 [of June 24!, paragraph 4. Persia Payments. 

My immediately following lelegru text of a confidential letter wc have 
to-day sent to I idled Slates Treasury representative in London. There is no 
objection to your informing United States Ambassador of contents of this letter, 

2, You will note that wc have given enlv the gist and not (repeat notl the 
lot of inicr-Central Bank exchange of letters 
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Mr. Eden io Sir Roger Surens ITehrm) 

(No. 610. Secret) Foreign Office, 

(Telegraphic) June 25,1954, 

My immediately preceding telegram. Persia Payments. 

Fulowing is text. Begins. 

As you are returning to Washington and may perhaps take part in further 
discussions there of our payments arrangements with Persia* it may he useful for 
you to know (he gist of (he confidential arrangements, us agreed between the two 
Governments, which will exist bciwecn the two Central Banks. These are that* 
due account being taken of Persia's dollar receipts from other sources. Article 3 
of the " heads of agreement" (a copy of which I gave to you the other day) will 
he interpreted us meaning that the Bank Mdli will not seek to make transfers 
to American or Canadian Accounts above an amount equivalent so 41) per cent, 
of Persia’s sterling receipts from the Consortium in any one year. (This is on 
the assumption that the Consortium will not be paying dollars.) The word 
“ receipts “’covers payments both of direct revenue to the Persian Government and 
sterling spent locally by the Consortium, eg. t on the purchase of rials. 

Persia may also consult with us should she take the view that, in a given year, 
she needs to exdj&ti (he 40 per cent, proportion mentioned above. I should perhaps 
add that, however* while we have agreed to such consultations in ease of need, 
we were unable to agree to a Persian request that we should promise ,+ favourable 
consideration.” 1 be Persians indeed withdrew this request when we agreed that 
the 40 per cent “ceiling’' should apply to the “ indirect" payments of sterling 
by the Consortium. 

1 am copying itiL^s tetter to our Embassies in Washington and Tehran, May 
I emphasise that its contents refer to arrangements with the Persians which are 
strictly confidential and that, as 3 am sure you will understand. I am now 
explaining them for the information of your own Government only, 

Ends. 
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Sir Roger Makim to Mr . Eden, i Received June 28) 

(No. 291 S. Confidential* Washington, 

June 25. 1954. 

Your telegram No. 2925: Payments arrangements with Persia. 

I saw Mr, Humphrey yesterday and put to him all the points in your telegram. 
Ricked was with me. It was clear from the start that Mr, Humphrey feds very 
strongly on this question and is convinced that we are trying to force the Persians 
into un agreement which would not only be unfair but would also arouse the 
strongest criticism in Congress. I did my best to make him see that this was not so, 
using all the arguments in your telegram. Bus as he is not at all well informed, 
once an idea has got into his head, it is hard work prising it out again, I can only 
claim a few dents at this first encounter. 

2. 1 began by saying that you were much concerned, at she objections which 
had been raised to the proposed agreement. From the outset of Lhe negotiations 
wc had taken every care to see that our intentions were made dear both to the 
United States Treasury representative in London and subsequently to the United 
Stales Ambassador in Tehran. At no lime until my recent talk with Mr. Burgess 
had wc received any indication that the fines on which wc were negotiating were 
likely to meet with any objection from the United Stales Government. 
Mr, Humphrey said he did not understand bow (bis could he so. He had been 
told by Herbert Hoover some weeks ago on the telephone lh:tt the arrangement 
proposed was that Persia should have lhe right to convert up to 40 per cent, of 
her sterling receipts. This had seemed to him a reasonable arrangement seeing 
that the United States companies had a 40 per cent, participation in the 
Consortium, ft was not until they were given “ that paper of yours*' H presume 
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the draft Inter-Governmental Heads of Agreement) that he had realised thai there 
was to be a provision presenting I he Persians from buying for dollars so Iona as 
they could buy the same goods on equivalent terms elsewhere. He had immediately 
made it dear that he objected strongly to this, I said that this was not our 
understanding. We had been in constant touch with the United Stales official 
representatives both in London and in Tehran, Mr. Humphrey said that perhaps 
the trouble was that there were too many officials. He regarded Herbert Hoover 
as being in charge of thE affair. 

J. I said that we had been all the more concerned to hear of these objections 
at this Late stage when so Sat as payments arrangements were concerned* agreement 
had been, reached on practically ail outstanding points, Humphrey immediately 
challenged this statement. He apparently did not distinguish between agreement oh 
payments and agreement over the rest of the field. He said that at' the present 
time there was no deal at all* and he implied that, if the payments arrangements 
were not satisfactory, there might be no deal at all. 

4. He ilien explained why he felt so strongly about our proposal. He said 
he knew me well enough to speak frankly The situation was that the Anglo 
Iranian Oil Company had lost their concession in Persia and had no hope at all 
of gening it back. I here had been a deadlock for several years during which the 
United Slates Govern men i had put up considerable sums in economic assistance 
lo Persia. 1 he United States oi] companies had no interest in going into Persia 
except to prevent Persian oil getting into wronu hands as a result of the breakdown 
of ihe embargo which would have been inevitable sooner or laier. The Anglo 
Iranian Oil Company had nothing to offer because their assets in Persia were 
irretrievably lost, Nevertheless, the United States oil companies were undertaking 
to pay them St billion over the lifetime of !hc new agreement with a 
down-payment of SI50 millions. It had been agreed that the Consortium should 
sell its oil for sterling and he had agreed that it was reasonable that the Persians 
should be able to Convert into dollars up to 40 per cent of the sterling they received. 
If after nil that the United States Government and the United Slates, oil companies 
had done tn xmc rhe situation in Persia, we were to try to insist on controlling 
Persia’s commercial policy* there would be an outcry in Congress which would 
destroy all chances, of success in the wider plans for international economic 
co-operation which we had in mind. He thought that this attempt to dictate to 
the Persians where they should buy was just as out of dale and unacceptable lo 
I he Persians as ihj idea that any British company could resume control of oil 
operation# in Persia. 

5, 3 spoke equally frankly tn replv, and said that we both knew that ilr 
United States oil companies had decided to take part in Ihe Consortium because 
it wax in their interests to do so. The Consortium would be able to sell its oil 
lor sterling in markets where oil could not be sold for dollars. We were prepared 
to allow the Persians to convert their sterling into dollars up to a reasonable 
amount, but as j result, we should have to meet both the dollar requirements of 
ihe Persians and also those of the United States oil companies. Wc e? Limit led 
that the net additional cost to the Sterling Area reserves, after taking account of 
any dollar savings which might be expected as a result of the resumption uf 
operations in Persia* was likely to he in the neighbourhood of S40 millions m the 
first full year, nsntg to approximately $55 millions in the third year. We h ;L i to 
hike into account the effect of any arrangements we made with Persia on other 
oil-producing countries in the Sterling Area, particularly Iraq You could not 
justify either to (he Bnbsh Parliament or io other Sterling Area countries any 
agreemen! under which Persia, only a fraction of whose oil could be sold for 
dollars, would receive more favourable treatment than (hose countries The 
arrangements wc proposed were perfectly fair arid indeed generous to Persia, md 
thus had been recognised h> the Persians themselves. The word me of Article 111 
uf the Draft Heads of Agreement was in fact (he wording which the Persians 
Themselves preferred, since it followed Ihe wording or the Memorandum of 
Understanding, 

6, Mr. Humphrey remained incredulous on all these points, lie did not 
understand how wc could lose dollars from the agreement when the United Slates 
oil companies were going to pay Anglo-Tranian “ a billion dollars.” Am wav 
since The United Slates had done all that it had to save the position in Persia 
he objected to a “trade preference" he ins given to the United Kingdom H 
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pointed out* of course* that there was no trade preference to the United Kingdom 
and that Persian sterling would be freely transferable except to the United Slates 
and Canada.) He could not believe that the Persians would have willingly accepted 
any such arrangement. He was momentarily impressed by the argument that 
Persia should not be treated bitter than other oil-producing countries which had 
behaved properly, but was disposed to think that the American dollar investments 
in the Persian business was overriding, 

7. After the discussion had gone on for j long time I finally suggested that 
1 should send Mr Humphrey a persona! letter setting out our case as dearly ami 
fully ns I could. He welcomed this suggestion. He would consider my letter and 
send me his comments on it. 

8. Before 1 send the letter* I should be grateful for any further comments 
you may have in the light of what Mr. Humphrey said. In particular, I think 
it would be useful if we could explain to hint in some detail the basis on which 
we calculate that wc shall suffer a net loss of dollars as a result of the resumption 
of operations in Persia, It should not be difficult, I imagine, to spell this out a 
little for him. 

9. I do not despair of bringing him round in the end, 


HP 1111/59 (14) 

Mr. Eden to Sir Roger Makin g ( Washington) 

(No, 3104. Secret I Foreign Office. 

(Telegraphic) July /„ 1954 

Your telegram No. 791 Saving [of June 251 Persia Payments 
We are most grateful for your efforts and arc encouraged by your paragraph 9, 
We fully endorse the line taken in your paragraph 5, 

2. The following additional com men Is may be of use either in your proposed 
letter or in further discussion;— 

(ij Your paragraph 2. 5th sentence 

It is d little hard that Mr, Humphrey should regard u$ as committed by 
a telephone conversation between himself and Mr, Hoover; United States 
Treasury representative in London was in fact given a copy of the then draft 
inter-governmental heads of agreement (since somewhat slightly revised) at 
the first meeting at which any American was informed of the 40 per cent, 
formula, Hoover himself had left Tehran before we were in n position to 
explain the agreed arrangements to him. 

fib Your paragraph J 

Wc certainly regard the payments arrangements as an essentia] part ol 
the settlement with Persia though since it is intcr-governmental and affects the 
whole Sterling Area ii is in a rather different category from Ehc Consortium 
or compensation talks. We do not attach too much weight to Mr. Humphrey's 
threat in the last sentence of this paragraph* The objectives oi the United 
Slates Government were mainly strategic and political. Though (hey now 
seem also to have in mind a commercial aim (which we shall in effect be 
assisting, see fivl below), we cannot believe that failure to have their own way 
about the payments proposals would lead to ** no deal at all/* 

(iii) Your paragraph 4 

Mr. Humphrey fails to mention the very large dollar drain incurred h> 
us through payments to (he United Stales oil industry (though not necessarily 
to the Consortium companies) between 1951 and J$54 as a direct result of 
A 1 O.C 's difficulties. Wc did not refer to this matter earlier since we were, 
and remain, grateful for American assistance in replacing, to a considerable 
extent supplies of Persian oil (some markets were of course lost to United 
States companies! But it may now he worthwhile reminding Mr. Humphrey 
of this While you will doubtless wish to avoid too much “ accountancy/ 1 the 
dollars spent in this manner may conservatively be put at a total of some 
*500 millions fit is impossible to compute precisely). 
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(iv> Your paragraph 4 , pemdtimate sentence 

We are not of course ** insisting on controlling Persia's commercial policy/ 1 
VVc arc simply trying to limit ihtr dollar cost to ourselves* in a manner which 
will cause us the least possible embarrassment elsewhere. We can reasonably 
point out that without the dollars now to be made available to Persia at the 
expense of (he Sterling Area 1 * reserves* United Slates trade would depend on 
United States aid and Persia's own low dollar earnings front goods other than 
oil. Because of the conversion arrangements there wilt be room for a 
considerable increase in United States trade, if United Stales goods are 
competitive, 

(vl Your paragraph 5, last sentence 

T his goes a little loo Jar. The Persians would obviously prefer to have no 
restrictions at all and unlimited access to dollars. The third sentence of 
paragraph 6 ol our telegram No. 2925 lof lune 231 meant that the Persians 
preferred wording relating to an arrange mem of which they already had 
experience and that they tended la be suspicious of chances lest thev he for 
the worse. 

(vi) Your paragraph 6 , pemdtimate sentence 

No doubt if the Persians had reason to believe that they hud American 
support m seeking still better terms thes would quickly ask for more, but 
they have (old us that they are satis lied that the arrange men Is agreed with 
them arc fair and just. You should emphasise that one of our chief aims in 
the recent negotiations was to reach an agreement which would not (repeat 
not), because of an unduly rigorous character, lead to frequent difficulties and 
requests for amendment. It is significant therefore that it was the Persians 
who asked rhai paragraph 5 of the Heads of Agreement should take its present 
form. f>„ of a continuing arrangement, 

(vii) Your paragraph 8 

See my immediately following telegram, especially paragraph 9. 

(viii) You may find a suitable opportunity of pointing out that the present 
arrangements could scarcely continue to apply should non-resident sterling 
become convertible. In such circumstances our present intention, though wt 
have not of course discussed the matter with the Persia as, would be to treat 
Persia in the same way as any other non-sterling area country. 

3, In view of the desirability of getting this matter cleared up as soon as 
possible and to enable Her Majesty's Ambassador at Tehran to discuss the formal 
documents in which this agreement will be recorded, please act as soon as posiblc, 
reporting by telegraph rather than by Saving telegram. 
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Mr, Eden to Sir Roger Makins ( Washington ) 

(No, 3105. Confidential) Foreign Office. 

(Telegraphic) July F 1954. 

My immediately preceding telegram lof July ]]: Persia Payments, 

Here is the material requested in paragraph S of your telegram No. 291 Saving. 
2. T he sums mentioned in paragraph 3 (</) of my telegram No. 2925 were 
arrived at us follows (all figures in millions o( dollars) : — 


(a) Dollars for Persia . 

First Year 
-34 

Third Year 
-M 

i M Dollar production costs in Persia 

- 5 

- h 

(o) Dollar savings on product imports by Sterling 
Area ... 

Nil 

4 40 

Uil Exira dollar cost of our arrangements wilh 
United States companies about marketing 
for sterling ... ... ... 

- 6 

- 12 

k) “ Consideration" to A.I.Q.C. by American 
members of Consortium at 10 cents per 
barrel . 

+ 3 

4 K 

Net additional dollar cost to United Kingdom 

-42 

— 54 
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3. -in i Assumes that Persia will convert 40 per cent, oi her sterling receipts 
from the Consortium. Total sterling recipts have been calculated from estimates 
supplied by Consortium members bused on JO million tons of crude in the First year 
and 30 million ions in the third year. 

4. ifit Is an estimate based on our experience of other oil company operations 
containing substantial United States participation. 

5. —to Will arise almost entirely on imports of aviation spirit. Wc arc told by 
the Consortium that there is no likelihood of any aviation spirit coming out of 
Abadan in the firsi year. In the third year wc have assumed that there will be no 
more imports of it from dollar sources into the Sterling Area and that there may 
also be small marginal savings on middle dirtilUc imports. We have assumed, as 
do the companies, that apart from aviation spirit, supplies from Abjidan will 
displace those which would otherwise have come from Sterling Area refineries and 
refineries such as Ras Tanuru which serve the Sterling Area, 

6. —Ei/i Is the result of a number of complicated plus and minus items connected 
with our arrangements with the American companies enabling them to Eiceepl 
sterling lot their sales of oil both to the Sterling Area and To nondollar non-sterling 
countries. 

7. As regards te! the payment to A.1.G.G, b\ American members of tiic 
Consortium of Iff cents per barrel of crude off-taken by them will reduce the 
American companies* prods remittances and so save us dollars. 01 course, il (he 
Consortium should succeed in persuading the Persians to accept this payment as it 
production lt cosi p (which seems unlikelvk the Persians in effect will pav half of it 
and our dollar saving will be substantially reduced, 

®- Wl ' have not taken into account the dawn payment which the American 
companies will be making to AJ.O.C ami which will be $6(1 millions spread 
over ii period of twelve months. We regard this payment as a capital sum offsetting 
in a slight extent the very heavy doll ir drain which we will have suffered between 
Jy 1 and *hc present day on account of Angb4mians expulsion from Pei sis 
kt, paragraph 2 tin) of my telegram under reference!. 

y The "$l billion including down payment of $150 millions quoted 
by Mr Humphrey is (he total consideration ’' payable bv ;ds members of the 
Consortium including the member representing A.I.O.C, Of this consideration 
onl> the 40 per cent, payable by the American members ti.e„ %W millions down 
payment plus 5340 millions continuing payments of which the $3 mi 11 tons and 
Sx millions shown against ti \ above arc the first and third year instalments^ will be 
a dollar gain to us. 
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,\it Roger V/tfA'/ns ttt the Honourable & corgi M, Humphrey, tiufeti State* 

Secretary of Treasury 


(Personal! 

Sir. 


British Embassy, Washington, l)X\, 

Jtflv 3, 1934. 


At the end ot out talk hist week about the proposed payments agreement 
between the United Kingdom and Persia. 1 promised to let you have a lei ter setting 
out our \iows. But before doing so ! thought it best to obtain more detailed 
information on one or two points which vou raised. 


-- ^ 1 will not spend much time on matters of pasl histmy, but you will 
remember that we discussed how the present misunderstanding could have arisen. 
Vou said that you find understood from Herbert Hoover that the arrangement was 
that Persia should have the right to convert up to 40 per cent, of her sterling receipts 
and that this had seemed to you a reasonable arrangement seeing that the United 
States companies hnd a 40 per cent, participation in the Consortium. It was only 
later when you were given a copy of our draft Heads of Agreement with the Persian 
Government that you realised that there was to be in addition a provision preventing 
the Persians from buying for dollars unless the goods were essentia] apt! could not 
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be bought on equivalent terms elsewhere t/.er. in any country where they would not 
have to pay dollars). 

3, I have now confirmed that, from the outset of the negotiations, we made 
our intentions dear both to the United States Treasury representative in Loudon 
and subsequently to the United States Ambassador in Tehran. The United Slates 
1 rcasury representative in London was given a copy of tiic draft Intergovernmental 
Heads of Agreement (since somewhat slightly revised) at ihc first meeting at which 
any American was informed of the 4U per cent, formula,, though Herbert Hoover 
himself had left Tehran before our people were able to talk about it Eo vour 
representatives, 

4, bo it looks as if wc made it dear from the start that there was to be not 
only a ceiling of 40 per cent., but also a limitation of (he Persians’ light to turn 
sterling into dollars to cases where the goods were essential and they could not 
make the purchases in equivalent terms outside the dollar area. 

5, You told me frankly in our talk that you did not think our proposed 
arrangements were fair and reasonable. You said that Congress would never 
understand why wc should want to prevent the Persians spending sterling on dollar 
goods when the United States Government had put up substantial sums in dollars 
to keep the Persian economy going over these test few years and tiic United States 
oil companies, who arc to join the International Consortium, would be paying large 
sums to the Anglo-Irani an Oil Company in the form both of a down-payment and 
of payments spread over a period of years. But. as 1 am sure you w ould agree, the 
cancelling of the Anglo-1 rani an Oil Company’s concession in 'Persia and the crisis 
which arose in consequence in our relations with the Persian Government, raised 
a very large issue with serious political and strategic consequences Wc have 
always recognised that it was in the interests of both our Governments to find a 
way out, and that if matters draped on as they were the results might have been 
serious not only to the intern a Ho rial oil industry, but also to the political and 
strategic interests ol the Iree world. That I believe, was why your Government 
took the action they did, and surely the United States oil companies are joining 
Ehe Consortium, however reluctantly, because lEicv think it is in their inlercrts to 
do so. 

(\ in reckoni ng up, how ever, wluit i he Persian crisis eosl us and to what extent 
in consequence wc can give the Persians the right to convert sterling into dollars, 
it should not be forgotten that as a direct result of the Persian action in 
appropriating the Anglo-1 ranian Oil Company we were obliged to make very tarae 
dollar payments between 1951 and 1954 to the United Stales oil industry mot 
necessarily, of course, to the Consortium companies) in order to replace, so far as 
possible, the supplies of Persian oil we had tost. We were very grateful to the 
American companies for their assistance. They had to resort to special measures 
to make the oil available, and we were glad to buy it from them II helped to tide 
us oyer. though some of our markets were lost in United Steles companies. The 
fact is. however, that as a result wc had to spend on United States oil over these 
three years something of the order of $500 millions (it is not possible to give a 
precise figure!. We shall, it is true, be getting a down-payment of 560 millions 
spread over twelve months which the American members of the Consortium will be 
milking to the Anglo-Irani an Oil Company. Wc fee? instilled, however, in, regarding 
this ms .. slight offset to the heavy dollar drain which we suffered between 1951 and 
lhe present day, mid we certainly would not consider it to be any justification for 
increasing the dollar burden which we shall !>e assuming in respect of Persia under 
the new arrangements. 

7. I mentioned when I saw you that we estimated that the net additional cost 
(u the sterling area reserves, alter taking account of any dollar savings which nm\ 
be expected as a result of the resumption of operations in Persia, is Jikelv to be in 
the neighbourhood of 540 millions in the first full year, rising to approximate!) 
$5? millions in the third year, “ihc calculations on which these figures are based 
are given in the attached note, I should like to emphasise what I said in our 
talk, namely, that the United Stales members of the proposed International 
Oil Consortium have made il clear dial unless they can sell Persian nil for 
sterling, they will not be able to take part in !he proposed operation, a I im\ 
rate on a sufficient scale. The United States oil companies will in consequence 
enjoy considerable advantages through their ability to sell oil for sterling. It is a 
fact that only a fraction of the oil produced m Persia could be sold for dollars All 
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the payments of the Consortium, therefore, to the Persian Government will be made 
in sterling. and it is only fair and reasonable I hat there should be a limit to (heir 
right to turn ii into dollars, ^ As 1 told you in our talk, the British Government 
could never justify to the British Parliament and to other oil-producing countries 
in the sterling area, an) agreement under which Persia would receive more 
favourable treatment than those countries, particularly after the way the Persians 
have behaved over the oil concession. What should we say, for example, to Iraq 
who, as a member of the sterling area, is expected to limit her dollar expenditure so 
far as possible, if we give the Persian Government much greater freedom to turn 
their sterling earnings into dollars? We have in fact hud considerable doubts about 
the wisdom of agreeing to so high a ceiling as 40 per cent, for the Persians, and it is 
because of the fear of repercussions in other countries that we have asked that it 
should be embodied not m the published Agreement, but in an exchange of letters 
between the Bank of England and the Bank Mclli, which is to be kept secret. 

8. f would also like to be sure that there is no misunderstanding about the 
terms of the agreement with the Persians, The arrangements we are proposing do 
not involve anything which could be called a ” trade preference *" either for I lie 
United Kingdom or for ihe other sterling area countries. The sterling which is 
paid to the Persians by the Consortium will be freely transferable throughout what 
is know as the 11 transferable account area *' and includes every country in the 
world except Canada, the United States, and those other countries which are 
included in the 11 American account area.” Moreover, if, as we hope, we arc able 
to bring to a successful conclusion the plans you know of for making non-resident 
sterling convertible, then of course in those circumstances the arrangements now 
proposed will no longer apply; and Persia will have the same freedom to convert 
sterling into dollars as any other country outside the sterling area. 

*■). Until, however, we are able to make sterling convertible, we cannot treat 
Persia better than other countries. H is true that this puts a limit on the ability 
of the Persians to buy dollar goods and services, but as you will see from the figures 
enclosed, we estimate that ihc Persians will be able to draw $34 millions from the 
sterling area rescues in the first year of the agreement and $84 millions in the third 
year. But for this, the only dollars they would have to spend on American, goods 
would be those which you might give them in Ihe form of aid and such dollars as 
Persian herself can earn by selling for dollars goods oiher than oil. (As 1 have 
already said, very link Persian oil could be sold for dollars.l 

10. I mentioned in our talk that the Persians themselves do not regard the 
arrangements which we proposed as onerous or unfair. No doubt if they bad 
reason to believe that you would support them in asking for still better terms they 
would quickly do so, but they have told us th.it they are satisfied that the 
arrangements agreed with I hem are fair and just. One of our chic I aims in the 
recent negotiations was to reach an agreement which would not be too harsh and 
would therefore "stick" Given that there was to he a limit on their right to 
convert sterling into dollars, (he Persians themselves preferred the wording of the 
present agreement because it w as the same as the wording in the previous agreement 
(terminated in 19511 of which they already kid experience. Thev themselves also 
asked that paragraph 5 of the draft Heads of Agreement should lake its present 
form, ji>„ of a continuing arrange mem, 

11 There is one other point which I should mem ion, When I talked about 
this to Randolph Burgess he said that you were particularly concerned that the 
Persians should be entitled to convert sterling for the reasonable service of dollar 
indebtedness and 1 promised to look into this point. Tit,- position on this is that 
this matter has not yet been formally discussed with the Persian Government, and 
no decision has yet been reached by my Government, We have, however, been 
considering, the matter during the last month and we arc fully prepared to reach 
a friendly understanding with the Persians on lines which we hope will be agreeable 
lo you. This will, however, only be possible provided ihrH the rest of Ihc agreement 
remains undisturbed, 

12, 1 hope you will find these explanations helpful. 1 am. of course, ul you* 

disposal to discuss the mutter further with you at any lime. 

1 have, Ac. 

ROGER MAKINS, 
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Enclosure 

Dollar Com of Proposed Agreement with Persia 
bill figures in millions of dollars) 


First Year 

led Dollars for Persia ... ... 34 

(h) Dollar production costs in Persia ... 5 

u) Dollar savings on product imports by Sterling 

Area .. ... Nil 

lefl Extra dollar costs of our arrangements with 
United Stales companies about marketing 
for sterling ... ... - 6 

U ''I M Consideration" to A.I.O.C, by American 
members of Consortium at If) cents per 
barret ... .** ... ... + J 

Net additional dollar cost to United Kingdom —42 


EP lilt / 70 ( 171 

Sir Roger Mukins to Mr. Eden. (Received July N\ 

(No. 1462, Secret) Washington, 

(Telegraphic) jJ y /j, j^S4. 

My telegram No. 1422: Persian Payments, 

George Humphrey returned to the charge to day on the telephone in terms 
which made me think that he had cither not read or had not fully absorbed the 
arguments in my letter of July 3. 

.He maintained his position that there should be no limitation or restriction 
on Persian trading with the dollar area up to the amount of 40 ]>er cent, of their 
sterling earnings and that within this figure iherc should be no preferences elsewhere 
and no screening of any kind. He said that if the United Stales were not allowed to 
trade with Persia on even terms after all ihey had done to bring about an oil 
settlement he would regard it as" unfair " and would consider that we were exacting 
our pound of flesh," 

3. He said that if, nevertheless, we insisted on proceeding with the agreement 
on the present basis, then the United States Government would have to decide 
whether or not they would accept it, Personally he did not think this was a large 
enough matter for which to upset the whole arrangement and he would recommend 
lhat 'he United Slates Government should acquiesce. But he wanted to assure me 
that there would be a lingering feeling of resent men i and that if we squeezed Ihe 
Iasi ounce out of them on this occasion lhey would remember it and be equally 
hard traders when the next occasion came along 

4. I briefly recapitulated the main reasons why we could not give Persia bcltti 
treatment in this matter than other nondollar countries and pointed out that this 
was Ihc type of arrangement inherent in an inconvertible system, But he would 
have none of this and stuck to his main point that if discrimination was permitted 
against the dollar area after all ihe Americans had done to save the Persian situation, 
while they mighl have \o lump it, Ihcv would m\ like il and would remember it 
for the next time. 

5. He added that he did not ask us lo change our documents provided that 
they were interpreted in a way which would bring ihc result he wanted. 

6 l said that I had presented our position as clearly and as fullv as 1 could 
and that I could go no further* All 1 could do was to report that he still fell very 
strongly in the sense in which he had expressed himself. He accepted lilts. 

7, lam sorry lhal George Humphrey is bemg so silly about this. Though 
virtually impervious to argument on this matter he could not have been more 
friendly even when uttering dark ihreuls for the future, I can only suggest that 
perhaps after a word with Burgess the Chancellor should send me a" personal 
message for him w hich will enable him lo give in with as good a grace as possible 


Third Year 
-84 
- 6 

+ 40 


—12 


+ 8 
-54 
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BP 1111/75 m 

Sir Huger Muhins to Mr. Mdeth [Received July 22) 

(No. 1544, Secret) Washington. 

(Telegraphic) July 2L 1954 

My telegram No. 1462, paragraph 7. Persian Payments, 

I should like to be able to give Humphrey a reply about this matter soon, i 
had thought that there might be some discussion of it tit London, but 1 have been in 
touch with Randolph Burgess and understand that it did not come up. 

2. I suggest that it might be possible lor the Chancellor to say that, after full 
consideration it is not possible for him at this late Stage to alter the terms of the 
proposed agreement w ith Ihe Persians, but (hat in) we hope to make an arrangement 
with the Persians covering the reasonable service of dollar indebtedness. lb) in 
deciding what goods arc *' essential " and in what circumstances they cannot be 
obtained on *“ equivalent terms elsewhere ,L we will give a liberal interpretation to 
both those phrases. 

3, I have not suggested, and do not suggest now, that we should make am 
change of substance in our position. But something on the foregoing lines would 
help George Humphrey to give in with ,i better grace. 


EP I Ml/75 


(19) 


Mr . Eden to Sir linger Muhins 1 Washington) 

(No, 3562, Conti den hall Foreign Office, 

(Telegraphic) July 22, 1954, 

Your telegram No. 1544 |of July 2\\: Persian Payments. 

A letter from the Chancellor to Humphrey signed before receipt of your 
telegram is on its way to you, We think it covers sufficiently your point As 
regards your point (A) you will have seen from Tehran telegram No, 756 I hit! 
Persians have not raised this matter as we expected (hem to do. In giving the 
Chancellor's letter to Humphrey you may at your discretion explain the position 
and add that we remain fully prepared if and when the Persians later raise the 
matter to reach a friendly understanding with them on tines which we hope will be 
agreeable to Humphrey. This is provided of course that the rest of the agreement 
remains undisturbed. 


EP 1111/78b (20) 

Record of Conversation between Her Majesty's Ambassador in Washington and 
the Untied Slam Secret arv of the Treasury 

I saw 1 Mr Humphrey to-day about Persian payments, I told him that Ihe 
Chancellor's letter had reached him prematurely as 1 hud been anxious to bring it 
down myself, I ,d<iO wished it? make two points in regard to ii, 

The lira! was to emphasise that ihere would be no screening of individual 
transactions, We should only take the matter up with the Persians after the event 
if their policy was seriously out of line. Under this procedure there could not be 
itnyihmg but a pretty liberal interpretation of the words “essential*' and 
** equivalent terms." 

The second point rehited to the payment of interest on dollar nvdctitedness. I 
said ihm the Persians had not raised this with us but that in view of the American 
interest we were now proposing to raise it with them, and we had little doubt of 
being able to reach an agreement which we thought would be agreeable to the 
Americans, 

Mr. Humphrey shanked me for this communication. He said that he had not 
yet studied the Chancellor's letter as yet and had passed it to Mr. Burgess. He 
would let me know whether he had anything further to say on the subject. 
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IX Hlf/IOS No. 71 

PAYMENTS AGREEMENT 
(I) 

Text of Notes and Letters exchanged with Persia 

Sir Roger Stevens to Sir Anthony Eden, \Received October 29 ) 

(No. 85 E, Confident iall Tehran 

October 26, 1954. 

1 have ihe honour to enclose the text of the notes and letters regarding the 
payments arrangements between the United Kingdom and Persia which, in 
accordance with your instructions, I ex chanced with the Persian Minister of 
Finance on the 25th October. The original texts of Or. Am ini's note and letter 
are also enclosed.n 

2. As you wilt be aware, it has been agreed that the notes wilf in due course 
be published, but that the text of the Mtcrs is to remain confidential, the Persians, 
however, being at liberty to mention the existence of l he understand toe which 
they contain. 

3. After I he exchange had taken place Dr. Amini expressed the hope, which 
. reciprocated, that (his would mark the end of an unhappy chapter in our relations, 
which was best for got ten. and ihe beginning of a period of expanding trade between 
our two countries. 

4- 1 am sending a copy of this despatch to Her MajestCs Ambassador :is 
Washington, to the British Middle East Office, Her Majesty's Treasury, the 
Commercial Relations and Exports Department of the Board of Trade and the 
Export Credits Guarantee Department. 

1 have, &c. 

R. B. STEVENS. 

f i l.nd&furcs T Jsnel 7 noi printed. The icvi of the Notts exchanged iv contained in Cntd. 9314. 


Enclosure No. 3 

(Confidential) Tehran 

Your Excclteney. :5 , h 0clober m4 

rot lowing our conversation concerning the last clause of Article 3 of the 
letters e* changed between us to-day dealing with the payment* arrangements 
between our two countries, I wish to confirm our mutual understanding that it h 
Ihe intention of our two Government to apply these arrangements in the same 
spirit which governed tjxc payments ^irangements aereed in 1947. In particular 
should tike it> record our understanding (hat, m view of the dilficuln which 
Iranian importers may have in producing proof th.it they have applied to suppliers 
1,1 sterling area countries and other nondollar countries for u commodity and 
Inal they n;i\c no I hccti abk to obtain it on the same terms and conditions in 
these countries, we in ay assume that applications made for ini ports from dollar 
countries are tn respect of goods not otherwise obtainable on equivalent terms. 
1 would be grateful if you would confirm this understanding, 

Yours sincerely. 

Minister of Finance. 
(Signed) Da. AMINI. 

Fits Excellency 

Sir Roger Stevens, 

Her Britannic Majesty's Ambassador, 

Tehran. 
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Enclosure No, 4 

ECD 11211/207/54 

(Confidential) British Embassy, Tehran, 

Your Excellency, 25th of October, 1954. 

Thunk you for your letter of the 25th of October, 1954, which reads as 
follows: — 

** Following our conversation concerning the last clause of Article 3 of 
the tetters exchanged between us to-day dealing with the payments 
arrangements between our two countries* t wish to confirm our mutual 
understanding thai it is the intention of our two Govenimems to apply these 
arrangements in the same spirit which governed the payments arrangements 
agreed in 1947, In purlieu tar I should like to record our understanding that, 
in view of the difficulty which Iranian importers may have in producing proof 
that they have applied to suppliers in sterling area countries and other 
non-dollar countries for a commodity and (hat they have not been able to 
obtain it on (he same terms and conditions in these countries, we may assume 
that applications made for imports from dollar countries arc in respect of 
goods not otherwise obtainable on equivalent terms. E would he grateful 
if you would confirm this understanding/ 1 

I confirm with the authority of my Government that 1 am in agreement with 
this understanding. 

Yours sincerely* 

(Signed! R. B. STEVENS 

(Her Britannic Majesty's Ambassador) 


His Excellency 
Dr Ali Amini, 

Minister of Finance, 

Imperial Iranian Ministry of Finance, 
Tehran. 


EP UJ1/109 (21 

Sir Roger Stevens to Sir I nthony Eden. I Received October 30\ 

(No, 1241. Confidential) Tehran , 

(Telegraphic) October 50, 19S4. 

There would seem to be advantage in telling the Americans about exchange of 
letters regarding interpretation of the last clause of Article 3 They aic bound to 
hear of the existence of these letters in Tehran. And they would provide fresh 
evidence of our intention to interpret the arrangement liberally in accordance wiih 
your telegram No. 60S and the Chancellor’s letter of July 21 to Mr. Humphrey. 

2. If (his suggestion is approved J slusll he grateful for early instructions 
curding what we may toll the United Stales Embassy. So far we have merely told 
them that intergovernmental letters have been signed and inter bank letters are 
j waiting signature 


FP III 1/109 <31 

Sir Anthony Eden to Sir Roger Stevens i Tehran) 

(No. 1203. Confidential) Foreign Office, 

(Telegraphic} November 4 , 1954. 

Your telegram No. 1241 of October 29. Payments* 

We agree that you may explain mailers to the United States Embassy and. if 
you think it desirable, show them the text in strict confidence. 
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